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take exception to the timing of many proj-
ects, but will limit my remarks to only three
major areas: The F-1 engine; Project Rover,
the nuclear-powered rocket; and NASA's lack
of a plan for manned lunar landing during
this 10-year b

The F-1 engine, being developed by North
American's Rocketdyne Division for NASA,
will produce 114 million pounds of thrust.
Four of these engines will be clustered to
make the Nova launch vehicle of 6 million
pounds of thrust, enough fhrust to launch
a manned interplanetary mission.

The NASA claims that this engine has been
delayed 12 to 18 months, due to lack of
funds in the 1960 budget. As a result, the
first flight test is not scheduled until 1968,
and no date has been set for the completion
of the Nova space vehicle. It will be 8 years
before we are ready to flight-test this vehicle.
Is that urgency? Is it typical of the urgency
associated with the space program? I assure
you that I am vitally concerned, and I sus-
pect you are, too.

When the Atomic Energy Commission wit-
nesses appeared to discuss the nuclear pro-
pulsion powerplant, their testimony con-
flicted, in my opinion, with that of the NASA
witnesses. Project Rover, the nuclear-pow-
ered rocket, is being developed jointly by
AEC and NASA. The AEC is responsible for
designing and operating an engine. NASA
takes it from there, assembles it, flies it and
fits it into the space program. The AEC
witnesses stated that they can develop the
Rover device and demonstrate its actual use,
probably in a shorter time than set forth in
the requirement.

The NASA witnesses, however, were much
more conservative. They assured the com-
mittee that the program is being expedited
to the fullest extent. So the debate is on—
it will continue for years to come. How will
it be resolved? Hopefully, there is a sense
of urgency in the AEC, as indicated by the
fact that on March 8, the AEC itself trans-
ferred funds within its budget to add $11
million to the Project Rover experiments. I
see no comparable sense of urgency in the
NASA program. And yet, knowing the im-
portance of this project, I long to sympathize
with the AEC witness who commented: “I
would like to see this one have the stars and
gtripes on it, for a change."

The last point I wish to make regards
NASA’s lack of a plan for a manned lunar
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landing during the next 10 years. There are
rumors already flying that the USSR. will
celebrate the 50th anniversary of the Bolshe-
vik revolution on the moon. Will we be there
to greet them? Or is that the day we shall
promise to accelerate our program for a
manned lunar landing?

Mr. Ehrushchev has already boasted that
the mark of the Soviet Union has been
stamped on the moon. It is well within the
technical and industrial capacity of the
Russlans to land a man on the moon one
day in the near future.

The future of the free world may well de-
pend on whether or not a U.8. mission is
already on the moon when that event occurs.

Conslder the possibility of & Russian lunar
base and the threat that could literally be
hung over the heads of the free world. Gen.
Homer Boushey, of the USAF, was the first
to speak out in favor of a lunar base, its

capabilities and potential. His remarks-

were scoffed at in some circles. I, for omne,
fear the results of being second on the moon.
A manned lunar landing and return, in the
1970's, as NASA outlines its schedule, is
much to late.

The first need, then, is the recognition
that we must be first. I believe that we
cannot fail, if we resolutely determine that
we will not. Once that Is accepted, some
other lines of approach fall into place.

We must, for instance, make better use of
the resources of industry and management
available to us in this country. We know
that the full scale of the skills and talents
here have scarcely been tapped. Even in
production, we are not making the defense
effort today in terms of proportion of gross
national product that we were In 1953—and
we are making only one-fifth the effort we
made in World War II, when we knew it had
to be done.

‘We must do everything we can to stream-
line, and to make more eflective the organ-
ization and management of our national
programs, Few belleve that we are squeez-~
ing every last ounce of effort out of our
Desfense Establishment, I can tell you
candidly that I do not think we have en-
listed all our managerial talent in this
space field. We certainly do not see the
single-mindedness of a Manhattan district
in this space effort.

Even in such a fleld as communication of
information regarding the state of the art,
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more must be done. Researchers are com=-
plaining about the proliferation of scientific
papers and meetings. Industry is said to
be committing some $21 million a year to
these exchanges, which consume 258,000
man-days of technical time, and it has been
difficult to weed out overlapping and dupli-
cation.

Is the way we disseminate technical in-
formation good enough to meet the chal=
lenge of modern technology? A recent
Guggenheim Foundation study urged we go
beyond our traditional ways to seek better
methods that could produce important re-
sults.

We have made real gains in awakening to
scientific research and findings elsewhere in
the world. Government has intensified the
translation of scientific documents. We are
translating more papers on scientific work
than ever before. The material is made
available to industry through the Office of
Technical Services of the Department of
Commerce, and there has been a growing in-
terest. I am told that OTS is selling more
monographs every month, and that more
libraries, industrial and public, have started
following the material. The twice-monthly
publication, Technical Translations, which
started a year ago with 150 to 175 listings of
new translations, now lists about 600 an
issue. Government is thus pointing out
some 12,000 to 12,000 translations a year
which may be of use. Industry is also
showing interest in a projected publication
that would digest news releases and articles
in Russian Journals, so that a quicker break
is possible in learning what the Russians are
doing.

Today, the problems of space research, de-
velopment, exploration and exploitation are
still in their infancy. Vanguard I was a
stepping-stone to a great future. What is
still needed is a firm and clear decision by
the United States and the free world to press
ahead. The Communists are making capital
of space exploration and the propaganda
that goes with it. They found in their
space achievements a chance to prove to
themselves and to the world what they could
do in a highly advanced technology. The
United States must counter this propaganda
by unleashing its technological know-how
and industrial power to regain world leader-
ship in the space race. Then our deeds will
speak for themselves.

SENATE

Tuespay, MarcH 22, 1960

(Legislative day of Monday, March 21,
1960)

The Senate met at 12 o’clock meridian,
on the expiration of the recess, and was
called to order by the President pro
tempore.

The Chaplain, Rev. Frederick Brown
Harris, D.D., offered the following
prayer:

Our Father, God, we come confessing
that the world is so much with us that
too often the far look hides the nearest
mercies. With our minds so intent upon
questions that affect the planet which is
our home, help us not to lose the shining
values of the common, yet precious,
things we are tempted to take for
granted.

Make us thankful that our friends are
patient with us, and take time to under-
stand us, and that there are those who
love us and believe in us, when we give
them so little in return.

AUTHENTICATED
U.S. GOVERNMENT
INFORMATION

GPO

Help us to see how much has come to
us, and still comes with each new day,
that we have done nothing to deserve;
for what have we that we have notf re-
ceived?

Forbid that our pessimism and gloom
should but add to the hopelessness that
is in the world. Defying all the pres-
sures of evil, may we be strengthened
with might, and in the faith that we can
be a part of Thy truth that is marching
on, pushing back evil, and establishing
the good.

As spokesmen for the Nation whose
ideals are as a rainbow arching the
world’s dark sky, make Thy servants
here in the ministry of public affairs
sufficient for the tasks destiny is calling
upon them to undertake.

We ask it in the dear Redeemer’s
name. Amen.

THE JOURNAL

On request of Mr. Jounson of Texas,
and by unanimous consent, the reading
of the Journal of the proceedings of
l\&itzg.day, March 21, 1960, was dispensed
w

MESSAGE FROM THE HOUSE

A message from the House of Repre-
sentatives, by Mr. Maurer, one of its
reading clerks, announced that the House
had passed the bill (S. 2482) to remove
geographical limitations on activities of
the Coast and Geodetic Survey, and for
other purposes, with an amendment, in
which it requested the concurrence of the
Senate.

The message also announced that the
House had passed the following bills and
joint resolutions, in which it requested
the concurrence of the Senate:

H.R.3313. An act to amend section 200 of
the Soldiers and Sailors Civil Relief Act of
1940 to permit the establishment of certain
facts by a declaration under penalty of per-
jury in leu of an affidavit;

H.R.b5055. An act to change a certain re-
striction on the use of certain real property
heretofore conveyed to the clty of St. Augus-
tine, Fla., by the United States;

H.R.7966. An act to amend section 601 of
title 38, United States Code, to provide for
the furnishing of needed services of optome-
trists to veterans having service-connected
eye conditions;
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H.R.8868. An act for the relief of the
Albertson Water District, Nassau County,
N.Y.;

H.R.9084. An act to repeal certain retire-
ment promotion authority of the Coast and
Geodetic Survey;

H.R.9543. An act to revise the boundaries
and change the name of the Stones River
National Military Park, Tenn., and for other

urposes;

H R.9921, An act to validate certain pay-
ments of additional pay for sea duty made
to members and former members of the U.S.
Coast Guard;

H.R.10840. An act to amend Public Law
85-626 relating to dual rate contract agree-
ments;

H.J. Res. 605, Joint resolution providing
for the preparation and completion of plans
for a comprehensive observance of the 175th
anniversary of the formation of the Consti-
tution of the United States; and

H.J. Res. 640. Joint resolution to authorize
and request the President to issue a procla-
mation in connection with the centennial of
the birth of General of the Armies John J.
Pershing.

ENROLLED BILLS AND JOINT RESO-
LUTION SIGNED

The message further announced that
the Speaker had affixed his signature to
the following enrolled bills and joint
resolution, and they were signed by the
President pro tempore:

S.601. An act to authorize and provide for
the construction of the Bardwell Reservoir;

B.1712. An act to extend the application
of the Motorboat Act of 1940 to certain pos-
sessions of the United States;

. 2185, An act to provide appropriate pub-
lic recognition of the gallant action of the
Steamship Meredith Victory in the December
1050 evacuation of Hungnam, Korea;

S.2483. An act to provide flexibility in the
performance of certain functions of the
Coast and Geodetic Survey and of the
Weather Bureau; and

8.J. Res. 115. Joint resolution authorizing
the purchase of certain property in the Dis-
trict of Columbia and its conveyance to the
Pan American Health Organization for use
as a headquarters site,

HOUSE BILLS AND JOINT
RESOLUTIONS REFERRED

The following bills and joint resolu-
tions were severally read twice by their
titles and referred, as indicated:

H.R.3313. An act to amend section 200 of
the Soldiers and Sailors Civil Rellef Act of
1940 to permit the establishment of certain
facts by a declaration under penalty of per-
Jury in lieu of an affidavit; and

H.R.7966. An act to amend section 601
of title 38, United States Code, to provide
for the furnishing of needed services of op-
tometrists to veterans having service-con-
nected eye conditions; to the Committee on
Labor and Public Welfare.

H.R.5066. An act to change a certain re-
striction on the use of certain real property
heretofore conveyed to the city of St. Augus-
tine, Fla., by the United States;

H.R.9084. An act to repeal certain retire-
ment promotion authority of the Coast and
Geodetic Survey; and

HR. 10840. An act to amend Public Law
85-626 relating to dual rate contract agree-
ments; to the Committee on Interstate and
Forelgn Commerce.

H.R.8868. An act for the relief of the Al-
bertson Water District, Nassau County, N.Y.;

H.R. 9621. An act to validate certain pay-
ments of additional pay for sea duty made to
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members and former members of the U.S.
Coast Guard;

H.J. Res. 605. Joint resolution providing
for the preparation and completion of plans
for a comprehensive observance of the 175th
anniversary of the formation of the Con-
stitution of the United States; and

H.J. Res. 640. Joint resolution to author-
ize and request the President to issue a
proclamation in connection with the cen-
tennial of the birth of General of the Armies
John J. Pershing; to the Committee on the
Judiciary.

H.R.9543. An act to revise the boundaries
and change the name of the Stones River
National Military Park, Tenn., and for other
purposes; to the Committee on Interior and
Insular Affairs.

LIMITATION OF DEBATE DURING
MORNING HOUR

Mr. JOHNSON of Texas. Mr. Presi-
dent, I ask unanimous consent that there
be the usual morning hour, subject to
a 3-minute limitation on statements.

The PRESIDENT pro tempore. With-
out objection, it is so ordered.

RESOLUTIONS OF GENERAL COURT
OF COMMONWEALTH OF MASSA-
CHUSETTS

Mr. SALTONSTALL. Mr. President,
on behalf of myself, and my colleague,
the junior Senator from Massachusetts
[Mr. KenNEpY], I present, for appro-
priate reference, resolutions adopted by
the General Court of the Commonwealth
of Massachusetts, relating to the inclu-
sion of health insurance coverage as part
of social security benefits.

There being no objection, the resolu-
tions were referred to the Committee on
Finance, and, under the rule, ordered
to be printed in the REecorp, as follows:

RESOLUTION MEMORIALIZING THE CONGRESS OF
THE UNITED STATES To ENACT THE FORAND
B To ProvibE HEALTH INSURANCE Cov-
ERAGE AS PART OF SOCIAL SECURITY BENEFITS

Whereas the Forand bill now pending be-
fore the Congress of the United States pro-
vides health insurance coverage as part of
social security benefits thereby providing
9 out of 10 people 65 years of age and over
with health and hospitalization benefits as
part of their social security benefits, said
benefits to be paid for by the beneficiaries
during their working years; and

Whereas said bill has the endorsement of
many medical and hospital authorities and
is considered essential to meet the growing
need for more adequate medical care for
elderly people: Therefore be it

Resolved, That the General Court of
Massachusetts respectfully urges the Con-
gress of the United States to give early and
favorable consideration to the enactment
of the Forand bill providing health insur-
ance coverage as part of social security bene-
fits; and be it further

Resolved, That copies of these resolutions
be sent forthwith by the secretary of the
Commonwealth to the Senators and Repre-
sentatives in Congress from this Common-
wealth.,

Adopted by the house of representatives
February 29, 1960.

LAWRENCE R. GROVE,
Clerk.

Adopted in the senate in concurrence
March 2, 1860.
Irvineg N. HAYDEN,
Clerk.
Attest:
Josers D. WARD,
Secretary of the Commonwealth.,

March 22

RESOLUTIONS OF ORGANIZATIONS
IN THE STATE OF NEW YORK

Mr. JAVITS. Mr. President, I ask
us consent to have printed in
the Recorp two resolutions, one adopted
by the town board of the town of Rot-
terdam, N.Y., relating to additional
scholarships in the field of science and
engineering, and the second adopted by
the Medical Society of Montzomery
County, N.Y., relating to governmental
control of the practice of medicine.
There being no objection, the resolu-
tions were ordered to be printed in the
Recorp, as follows:

REsOLUTION BY TOWN BOARD OF ROTTERDAM,

Whereas legislation has been introduced
in Congress that would -set aside and invest
$100 million in World War II enemy war
assets seized from Germany and Japan with
the interest thereon to be used for the estab-
lishment of 2,000 additional scholarships in
the field of science and engineering; and

Whereas although priority and preference
in the awarding of the aforementioned schol-
arships will be given to children of veterans
of World Wars I and II and the Korean con-
flict, nonveterans will also be eligible for
the award: Now, therefore, be it

Resolved, That the Town Board of the
Town of Rotterdam urge the passage and
enactment into law of U.S. Senate bill No.
105 as a positive step in strengthening and
broadening additional programs in science
and engineering; and be it further

Resolved, That coples of this resolution be
transmitted to U.S. Senators KENNETH B.
EeATING and Jacoe K. Javirs and Congress-
man SAMUEL S, STRATTON.

RESOLUTION BY THE MEDICAL SOCIETY OF THE
CoUNTY OF MONTGOMERY, N.Y.

Whereas efforts to place the practice of
medicine under governmental confrol are
increasing each year; and

Whereas amendments to the soclal security
law are the favorite instruments for those
who favor governmental medicine; and

Whereas the Forand bill (H.R. 4700) is the
1960 version of the continuing efforts of the
proponents of governmental medicine; and

Whereas the bill would set up a system
whereby a Federal agency would set arbitrary
standards for medical care and dictate fees
and charges; and

Whereas the doctor-patient relationship
would be serlously impaired, if not destroyed;
and

Whereas it would put the Federal Gov-
ernment into an area of health care with
which it is not equipped to cope; and

Whereas it would be most difficult if not
impossible to provide the best medical care
under a Government-dominated program,
which the passage of the Forand bill, or any
bill of a similar type would bring about:
Now, therefore, be it

Resolved, That the members of the Mont-
gomery County Medical Soclety marshal all
thieir resources for the purpose of preventing
the enactment of the Forand bill, or any bill
of a similar type; and be it further

Resolved, That a copy of this resolution be
sent to Congressman SAMUEL 8. STRATTON,
Senator Jacos K. Javits, Senator KENNETH B.
KeaTiNg, and Hon., WiLsur Mmurs, chairman,
Ways and Means Committee, House of Repre~
sentatives,

BILLS INTRODUCED

Bills were introduced, read the first
time, and, by unanimous consent, the
second time, and referred as follows:

By Mr. YOUNG of North Dakota?

5.8250. A bill to authorize the Secretary of
the Interior to provide water and sewage
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disposal facilities to the Medora area adjoin-
ing the Theodore Roosevelt National Me-
morial Park, N. Dak., and for other pur-
poses; to the Committee on Interior and In-
sular Affairs.

By Mr. JAVITS:

8.8251. A bill to amend the Internal
Revenue Code of 1954 to encourage private
investment abroad in less developed areas
and thereby promote American industry and
reduce Government expenditures for for-
elgn economic assistance in such areas; to
the Committee on Finance.

S.8252. A bill relating to the furnishing of
assistance in financing economic develop-
ment projects carried on by private enter-
prise in forelgn countries; to the Committee
on Foreign Relations.

(See the remarks of Mr. Javits when he in-
troduced the above bills, which appear un-
der a separate heading.)

By Mr. TALMADGE:

S.8253. A bill to amend subchapter B of
chapter 12 (relating to transfers for gift
tax purposes) of the Internal Revenue Code
of 1954; to the Committee on Finance.

By Mr. ANDERSON (for himself and
Mr. DWORSHAK) :

S.3254. A hill to authorize the Secretary
of the Interior to permit the occupancy and
use by the Congressional Club of certain
lands in the District of Columbia which are
under the jurisdiction of the National Park
Bervice; to the Committee on Interior and
Insular Affairs.

By Mr. RANDOLPH (for himself and
Mr. Byep of West Virginia):

B.8255. A bill to amend title IT of the
Bocial Security Act to increase to $1.800 the
annual amount individuals are permitted
to earn without deductions being made from
the insurance benefits payable to them un-
der such title; to the Committee on Finance.

By Mr. MORSE:

S.32566. A bill to authorize the establish-
ment of a National Showcase of the Arts
and Sciences in the District of Columbia to
encourage young American artists and scien-
tists; to authorize the holding of an Inter-
national Olympiad of the Arts and Sclences
on a biennial basis in the District of Colum-
bia and thus to enhance the prospects of a
durable peace; and for other purposes; to
the Committee on Labor and Public Wel-
fare.

(See the remarks of Mr. Morse when he
introduced the above bill, which appear un-
der a separate heading.)

By Mr. BIBLE (by request) :

B.3257. A bill to amend the District of
Columbia Traffic Act, 1925, as amended, to
increase the fee charged for learners’ per-
mits; to the Committee on the District of
Columbla.

By Mr. BIBLE (for himself and Mr.
BeaLL) (by request):

B.3258. A bill to amend the District of
Columbia Alcoholic Beverage Control Act;
:o the Committee on the District of Colum-

ia.

FOREIGN BUSINESS CORPORATIONS

Mr, JAVITS. Mr. President, I am to-
day introducing two bills to encourage
U.S. investors to establish businesses in
the less-developed areas of the free world
now receiving aid under the mutual secu-
rity program. These businesses would
be called foreign business corporations—
FBC's—and operate under a system of
tax deferrals designed to stimulate U.S.
private investment in less-developed na-
tions. Many of the provisions in this
proposed legislation are the counterpart
to sections of H.R. 5, introduced by Rep-
resentative HarLe Boeces, Democrat, of
Louisiana, scheduled for consideration
by the House of Representatives in the
near future.
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Though they seek the same objective,
my bills carry out the recommendations
of the so-called Straus report, made to
the State Department as the result of
an amendment I sponsored to the Mutual
Security Act of 1958. The report was
entitled “Expanding Private Investment
for Free World Economic Growth.”

I predict that in the next campaign
foreign economic policy will be one of
the major issues before our country, both
as it concerns our imbalance in infer-
national payments and as it concerns
our exports and imports.

There is no way in which we ecan
buck up the amount of economic devel-
opment of the less-developed areas of the
free world unless we enlist American free
enterprise in the process. This is one
of the free world's greatest problems.

Let us remember that the Russians
are rivaling us now with a program esti-
mated at $700 million.

I am also introducing legislation which
would allow the Development Loan Fund
to purchase equity securities, thus in-
creasing the number of private enter-
prises eligible for DLF financing. The
entire legislative package represents di-
rect implementation of almost all the
major recommendations requiring legis-
lative action contained in the special
State Department report on “Expanding
Private Investment for Free World Eco-
nomie Growth”; prepared under the di-
rection of Ralph Straus and issued in
April 1959, this report was the result
of an amendment to the Mutual Security
Act offered by me in 1958.

Measures to expand direct U.S. private
oversea investment should be classi-
fied as long-range insurance against any
prolonged deficit in our balance-of-pay-
ments picture. From 1950 to 1958, $16
billion flowed back into the United States
as earnings on private oversea invest-
ment—a net gain of $7 billion over the
direct outflow during the same period.
In 1958, when U.S. exports slumped by
$3 billion, our earnings on private over-
sea investment held remarkably steady
at $2.2 billion and alone kept our bal-
ance-of-payments deficit from dipping
an additional $1.1 billion,

In the newly developing countries, pri-
vate U.S. investors can advance U.S. for-
eign policy through stimulating the
growth of the private sector of their
economies which must be strengthened
if free political and economic institu-
tions are to survive. This legislation is
designed to project the best elements in
U.S. private enterprise into the less-
developed areas introducing their peo~
ples to the competitive energy, initia-
tive, inventiveness, technology, man-
agerial skill, and credit that we have to
offer in such abundance, while these
investments aid in the growth of new
mass production and consumption in
these areas eager for U.S. goods.

The entire package of proposals giving
tax incentives to investors in the less
developed areas would permit U.S. indus-
try to meet foreign competitors on more
even terms. There are 72 countries
now give preferential tax treat-
ment to income earned in foreign coun-
tries; 26 of them do not tax foreign-
earned income at all, and 13 countries
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provide for tax deferment similar to this
bill. For example, private investors in
the United Kingdom, which has a sys-
tem of oversea trade corporations sim-
ilar to the proposed FBC's, were able to
make new direct investments in less de-
veloped nations three times greater than
U.S. investors, in proportion to the
gross national product of the United
Kingdom and the United States.

One of the key tax proposals would
permit deferral on the earnings of a
foreign business corporation until they
are distributed among stockholders in
the United States, and in the case of
other U.S.-owned enterprises in devel=-
oped countries, reinvestment of their
earnings in FBC's operating in less de-
veloped areas will also make them eli-
gible for the same tax deferral arrange-
ment.

One of the free world's most pressing
problems demanding the joint partner-
ship efforts of all our industrialized
countries is how to increase the finan-
cial resources available as development
capital in Africa, Latin America, the
Mideast, and parts of Asia, We esti-
mate that about $4 billion a year repre-
sents the total net development assist-
ance, public and private, by the West
currently available in less developed na-
tions—as compared with the average of
$700 million annually in Soviet aid to
non-Communist underdeveloped areas.
We are spending about $3.20 for each
person living in them, while the Russians
are investing roughly 56 cents per capita.
But the rate of progress is not accept-
able to these peoples. Living standards
are inching forward about 1 percent
annually, and in actuality they are fight-
ing a holding action trying to keep their
standards from slipping backward in the
face of predictions of population in-
creases.

However, if maximum use were made
of these proposed amendments on tax
deferral of reinvested earnings in these
underdeveloped areas, an amount equiv=
alent to the entire Soviet economic aid
program — $700 million — conceivably
could be channeled into them. I would
hope that double that amount in new
investment would become available be-
cause of these amendments, including
the one establishing foreign business
corporations. Another corollary effect
of creating the FBC’s may well be to
encourage TU.S.-owned, foreign-based
companies located in low-tax countries
like Switzerland, Panama, Venezuela,
Liberia, and the Bahamas to return to
the United States as foreign business
corporations, thus remitting millions of
earnings to the United States and in-
creasing Treasury revenues.

Another amendment in the package
would permit capital losses by a foreign
business corporation to be passed on to
the stockholder who can list them as a
tax deduction against ordinary income,
similar to the provision already operat-
ing in the Small Business Investment
Act. Also, there is a provision permit-
ting tax deferral on payments in stock
or proprietary interest for technical aid
to business in less developed countries.

Regarding these two amendments, the
first would do much to remove a major
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fear of U.S. private investors that a po=
litical upheaval may hand them a fotal
loss on investments in a less developed
area. This amendment should encour=
age them to take that risk more often,
knowing that it can be written off
against earnings on successful invest-
ments, thereby encouraging dollar in-
flow into potentially valuable enterprises
which will help in the development of
these areas and actually contribute to
political stability. The second amend-
ment dealing with the investment of
technical services has the psychological
benefit of alining U.S. business in close
partnership with local enterprise in a
less developed foreign country and is an
investment which involves no capital
outflow from the United States, but
nonetheless does yield a dollar return,
again brightening our balance-of-pay-
ments picture.

The three amendments to the Mutual
Security Act would give the Development
Loan Fund the authority to, first, pur-
chase equity securities in private enter-
prise in newly developing countries from
its own funds; second, purchase equity
securities in private enterprises in these
same countries out of Public Law 480
funds; and, third, make loans from Pub-
lic Law 480 funds to private enterprises
owned by U.S, citizens living in foreign
countries and to businesses in which U.S.
citizens own at least 10 percent of the
voting stock.

These amendments should allow us to
get maximum mileage out of our public
investment funds now under the direc-
tion of the Development Loan Fund,
which present has $450 million in un-
committed funds and has pending a re-
quest for a $700-million authorization
under this year's mutual security pro-
gram. It would also make available sev-
eral hundreds of millions in Public Law
480 funds to bolster that effort. All
three amendments broaden the scope of
private enterprise functions which would
be eligible for DLF financing and should
increase the overall effectiveness of our
public program for promoting free
world economic growth, especially in the
less developed areas.

I hope very much that whatever is done
in the other body, this body will give
immediate and urgent attention to this
problem.

Mr. President, I ask unanimous con-
sent to have printed in the Recorp at this
point as a part of my remarks a reply to
me from the Department of Justice,
dated June 17, 1959, but which I have
updated by communicating with the De-
partment, which tells me that its answer
is just as good today as it was then.

The reply relates to the antitrust policy
of the United States when it comes to
private investments abroad by companies
which are under some elements of legal
or quasi-legal compulsion or business
necessity in assessing the legality of a
foreign arrangement under the antitrust
laws, as to whether the acts they would
be performing in their investments and
operations abroad would conform to the
antitrust laws of the United States.
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There being no objection, the letters
were ordered o be printed in the Recorp,
as follows:

DEPARTMENT OF JUSTICE,
Washington, December 9, 1959,
Hon. Jacos K. JAvITs,
U.8. Senate,
Washington, D.C.

My DeAr SENATOR Javirs: This is in re-
sponse to your letter of December 2, 1959,
concerning the State Department report on
“expanding private investment for free world
economic growth.”

In my letter of June 17, 1959, to which you
refer, I stated that the Department of Justice
is generally in accord with the recommenda-
tions of that report on the subject of the
antitrust laws and foreign investment. This
Department continues to have the views ex-
pressed in that letter. Our liaison procedure
with the Department of State, mentioned
therein, with reference to proposed antitrust
actions and suits which might affect foreign
policy, as well as international restrictive
practices generally, is presently in effect with
very satisfactory results.

Bincerely yours,
RoOBERT A. BICKS,
Acting Assistant Atiorney General,
Antitrust Division.

DEPARTMENT OF JUSTICE,
Washington, June 17, 1959.
Hon. Jacos K. Javirs,
U.S. Senate,
Washington, D.C.

My DeAR SENATOR JAVITS: This is in reply
to your letter of May 27, 1959, to the Attorney
General, acknowledged on June 8, 1959, with
respect to the antitrust recommendations
contained in the report on “expanding pri-
vate investment for free world economic
growth.” This report was prepared under
the direction of Ralph I. Straus, as Special
Consultant to the Under Secretary of State
for Economic Affairs, pursuant to section
413(c) of the Mutual Security Act of 1054,
under an amendment which you proposed to
the Senate.

We have been much interested in this re-
port and I, with Mr. Fugate of the Antitrust
Division staff, participated in a discussion
with Mr. Straus and his group on the par-
ticular subject of Antitrust and Foreign In-
vestment. This consultation which Mr,
Straus conducted with those in the Govern-
ment particularly interested in antitrust
matters and with experts in the antitrust
field in private practice, was extremely help-
ful to all concerned.

We were pleased to note that Mr, Straus
and his group endorsed continued U.S. op-
position to international cartels and monop-
olies and affirmed the public interest in en-
forcing the antitrust laws with respect to
U.S. foreign trade. The Straus group dis-
cusslons emphasized the necessity of pre-
serving our free enterprise system in Amer-
ican foreign investment as a matter of great
importance in projecting the proper “image
of the United States” in the conflict with the
regimentation of Communist economic ef-
forts. The report also stresses that “agree-
ments that curtail developing countries’ ex-
port or investment potentials are directly op-
posed to our objectives of economic growth,”
and that artificial barriers to trade would
place at a disadvantage small or medium size
private American businesses abroad, so that
they could be easily foreclosed or excluded
from the market by restrictive or monopolis-
tic practices on the part of larger rivals.

‘We have given careful consideration to the
recommendations on antitrust contained in
the Straus report, all of which were dis-
cussed thoroughly in the consultations in
which we participated. We have the follow-
ing comments upon these recommendations.,

Marech 22

RECOMMENDATION NO. 1

We recommend authoritative indication of
the extent to which the Department of Jus-
tice will take into account elements of legal
or quasi-legal compulsion or business neces-
sity In assessing the legality of a foreign
arrangement under the antitrust laws.

The Department of Justice, before insti-
tuting action under the antitrust laws with
respect to activities In forelgn trade, does
take into consideration the entire factual
situation including elements of compulsion
in any foreign countries involved. Recom-
mendation No. 1 apparently contemplates
two separate situations: first, where parti-
cipation in a restrictive arrangement is re-
quired of an American firm by foreign laws
or regulations, and second, where an ar-
rangement is inspired by local custom or by
special circumstances in a foreign country
that may amount to business advisability.

It is our view that, absent any larger con=-
spiracy, a requirement of foreign law is
usually a justification under our antitrust
laws for restrictive arrangements abroad to
the extent that such actlvities are carried
on entirely within the bounds of a foreign
country. There is, of course, a fundamental
difference between public regulation by a
foreign government and private regulation
exerted by a group of companies in a foreign
country. Also difficult is drawing the line
between business ‘“convenience” and “im-
possibility” of doing business otherwise,
Many of these problenis are treated, in part,
via comments on Recommendation No. 3,
both with respect to compulsion exerted di-
rectly or indirectly by a foreign government
and compulsion exerted by a private group
of companies in a foreign country. It should
be borne in mind also, as the Report of the
Attorney General's Natlonal Committee to
Study the Antitrust Laws has pointed out
that the Sherman Act “applies only to those
arrangements between Americans alone, or
in concert with foreign firms, which have
such substantial anticompetitive effects on
this country's ‘trade or commerce * * *
with foreign nations’ as to constitute un-
reasonable restraints” (p. 76).

RECOMMENDATION NO. 2

We recommend clarification of and more
information concerning the willingness of
the U.8. Government to consider in advance
the legality under antitrust laws of proposed
investments abroad.

We note that the Straus group does not
favor “advance clearance as a maftter of
routine procedure for foreign transactions,’”
saying that this would not be a healthy thing
either for the business community or for
antitrust enforcement. We assume, from the
comments on page 30 of the report, that this
recommendation is more of a suggestion that
the business community be informed of and
take advantage of the limited clearance pro-
cedure now avallable in the Department of
Justice with respect to foreign arrangements,
The Department has taken every opportunity
to publicize this procedure and we will con-
tinue to do so in the future. The availability
of the procedure, the so-called “Railroad Re-
lease™ letters, with respect to arrangements
involving foreign trade may not be well
known for it is true that while we have had
several hundred requests for such letters,
there have been very few relating to foreign
trade, Of course, there are legal impedi-
ments to any real clearance program by the
Department of Justice, since the Attorney
General is not authorized to give legal
opinions to private parties, These “Railroad
Release” letters issued by the Department
will only be given to a company which sub-
mits full information to the Department
with respect to a proposed plan. The De-
partment may then state as to the proposal
submitted to it that, if it decides to test the
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validity of the proposed plan in actual opera-
tion, it will forego criminal action. This
procedure was adopted many years ago to
mitigate business uncertainties in those areas
where antitrust questions are highly doubt-
ful as a matter of law, and previously unde~
cided by a court. In each letter the possi-
bility of Government civil action is carefully
preserved.
RECOMMENDATION NO. 3

We recommend that, barring unusual cir-
cumstances, time should be permitted for
consultation with representatives of the
foreign government affected if the basis for
the proposed antitrust action might be re-
moved by negotiation or if advance notice
might soften the impact on foreign opinion.

We believe that this recommendation has
in it excellent possibilities for resolving many
of the difficult problems in the forelgn trade-
antitrust fleld and this course of action is
one to which the Departments of Justice and
State have devoted much attention. There
is now in effect a regular llaison procedure
whereby the Department of Justice consults
the Department of State with reference to
proposed actions and suits which might affect
the foreign policy of the United States. Mr.
Becker, legal adviser of the State Depart-
ment, recently suggested, in an address be-
fore the New York State Bar Association,
that the Department of State should play
a more active role than it has in the past in
attempting to resolve problems or potential
problems in the foreign relations field aris-
ing in the administration of the antitrust
laws. He mentioned that the Department
of State could do more in the way of affirma-
tive consultation with the forelgn govern-
ment concerned, with the view of obtaining
agreement that specific practices or arrange-
ments are, or are not, contrary to our mutual
interests. The discussions conducted by the
Straus group on antitrust problems brought
out the fact that sometimes restrictive meas-
ures by private companies in a foreign coun-
try affecting U.S. imports or exports would
be contrary to international agreements if
done directly by the foreign government.

We agree that discussions with a foreign
government concerning particular restrictive
actlvities affecting its trade or iis nationals
as well as our own should be extremely help-
ful to both governments. This procedure
has indeed been followed in several anti-
trust cases. The recommendation of the
Straus group, as indicated in the report,

includes coordinating the rallroad release

program of the Department of Justice and
the liaison procedure between the Depart-
ments of Justice and State. This, we think,
would serve a useful purpose. For example,
if the Department of Justice had a request
for a rallroad release with reference to a
proposed restrictive foreign arrangement in-
volving our trade where pressure to join was
exerted on an American company, this mat-
ter could be passed on to the State Depart-
ment for consultation with the foreign
government.

To summarize, we are generally in accord
with the recommendations of the Straus
Committee on the subject of antitrust and
foreign investment. We believe that inter-
governmental discussion may be very help-
ful in dealing with the problem of business
compulsion upon an American company in
a foreign country whether exerted directly
or indirectly by a foreign government or by
a cartelized industry.

Sincerely yours,
RogBEerT A. Bicks,
Acting Assistant Attorney General,
Antitrust Division.

Mr. JAVITS. I also ask unanimous
consent to have printed in the Recorp at
this point as a part of my remarks an
excerpt from the Straus report, which
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raises these challenging questions as one
of the great elements which are inter-
fering with American private invest-
ment abroad.

There being no objection, the excerpt
was ordered to be printed in the REcorb,
as follows:

ExXPANDING PRIVATE INVESTMENT FOR FREE
WorLp EcoNoMIC GROWTH
V. ANTITRUST AND FOREIGN INVESTMENT

We recommend authoritative indication
of the extent to which the Department of
Justice will take into account elements of
legal or quasi-legal compulsion or business
necessity in assessing the legality of a for-
eign arrangement under the antitrust laws.

We recommend clarification of and more
public information concerning the willing-
ness of the U.S. Government to consider in

advance the legality under antitrust laws of -

proposed investments abroad.

We recommend that, barring unusual cir-
cumstances, time should be permitted for
consultation with representatives of the for-
elgn government affected if the basis for
the proposed antitrust action might be re-
moved by negotiation or if advance notice
might soften the impact on foreign opinion,

Mr. JAVITS. The end result of the
reply of the Department of Justice is
that there is no such infiexible barrier in
the antitrust laws as many businessmen
would have us suppose. On the con-
trary, there is every desire and every
effort to negotiate each individual sit-
uation, depending upon the national in-
terests, so that no businessman needs,
solely on the advice of his lawyer, to say,
“TI am not going to move into operations
abroad.” He should go to the Depart-
ment of Justice and discuss the situa-
tion. There are perfectly lawful ways,
within the policy of the Department, for
working out his problems.

The PRESIDENT pro tempore. The
bills will be received and appropriately
referred.

The bills, introduced by Mr. Javirs,
were received, read twice by their titles,
and referred, as follows:

To the Committee on Finance:

S5.3251. A bill to amend the Internal Rev-
enue Code of 1954 to encourage private in-
vestment abroad in less developed areas and
thereby promote American industry and re-
duce Government expenditures for foreign
economic assistance in such areas.

To the Committee on Foreign Relations:

$5.3252. A bill relating to the furnishing
of assistance in financing economic devel-
opment projects carried on by private enter-
prise in foreign countries.

NATIONAL SHOWCASE OF ARTS AND
SCIENCES IN THE DISTRICT OF
COLUMBIA

Mr. MORSE. Mr. President, I rise to
introduce a bill which will fill a needed
gap in the picture which foreign visitors,
as well as the many tourists from our
own country, feel when they visit the
Nation’s Capital—the capital of the most
powerful nation in the free world. The
gap I am referring to is perhaps more
apparent than real. There are many
cultural activities in the Nation’s Capi-
tal, but many of them are insufficiently
encouraged. Moreover, there is a real
need for the Government to furnish
leadership in providing more of them.
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I am introducing this bill, which will
parallel similar bills introduced in the
House of Representatives. The bill will
authorize the establishment of what is
to be called a “National Showcase of the
Arts and Sciences in the District of Co-
lumbia.” The purpose of this showcase
is to encourage young American artists
and scientists to aid them in the per=
formance and exhibition of the products
of their work. The bill will further au-
thorize the holding of an International
Olympiad of the Arts and Sciences on a
biennial basis in the District of Co-
lumbia.

The center for this program will be
the Commissioner of Education, who
shall act as a clearinghouse for all the
activities authorized by this bill. The
Commissioner of Education will have the
benefit of the assistance and advice of an
advisory committee, whose members
shall be drawn from government, the
field of arts, and the field of sciences.
Members of the advisory committee will
serve without compensation, except for
expenses.

In the 83d Congress, the House of Rep-
resentatives passed a bill, H.R. 7494, sim-
ilar to the one I am now introducing.
The bill will authorize the use of vari-
ous auditoriums which might now be
used for the general purposes set forth
in the bill, and it is my hope that when
the National Cultural Center is com-
pleted, its magnificent facilities will be
made available. The exhibitions and
performances to be presented will be
largely developed with the aid of educa-
tional institutions and professional as-
sociations located throughout the Na-
tion. The Biennial Olympiad also au-
thorized by this bill will invite partici-
pation by the nations of the whole world
in the spirit of the Olympiad now con-
ducted in the field of sports.

The program envisaged by this bill
will be without cost to the Government.
Financial dependence for the exhibi-
tions, productions, programs, and so
forth, will be borne by private institu-
tions. Section 7(b) of the bill authorizes
the Commissioner of Education to re-
ceive contributions from any source to
assist in carrying out the programs and
activities authorized by the bill. Such
contributions shall be held by the Treas-
ury in a special fund, and the transac-
tions of the Commissioner of Education
shall be audited by the Comptroller Gen-
eral. In brief, I am not proposing a sub=
sidized program. I am proposing, in-
stead, machinery to utilize the resources
which are available now.

Mr. President, the scientists and
artists of America have no reason for
apology. Their accomplishments are
hailed throughout the world, and are
recognized by those citizens of other
countries who have similar interests and
aspirations. On the other hand, the
public image of the United States, in
many countries of the world, fails to in-
clude a true appreciation of our interest
in the arts and pure sciences. We are
recognized as a nation of material ac-
complishment and efficiency, not as a
nation of the spirit. It seems to me that
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this misleading impression should be dis-
pelled. I, therefore, introduce this pro-
posed legislation, for appropriate refer-
ence, with the hope that it will be acted
upon quickly in the public interest. I
ask unanimous consent that the hill be
printed in the RECORD.

The PRESIDENT pro tempore. The
bill will be received and appropriately
referred; and, without objection, the
bill will be printed in the REcorp.

The bill (S. 3256) to authorize the
establishment of a National Showcase
of the Arts and Sciences in the District
of Columbia to encourage young Amer-
ican artists and scientists; to authorize
the holding of an International Olym-
piad of the Arts and Sciences on a bien-
nial basis in the Distriet of Columbia
and thus to enhance the prospects of a
durable peace, and for other purposes,
introduced by Mr. MoRsE, was received,
read twice by its title, referred to the
Commitiee on Labor and Public Wel-
fare, and ordered to be printed in the
REcoRrb, as follows:

Be it enacted by the Senate and House of
Representatives of the United States of
America in Congress assembled, That, in
order to encourage the further development
and growth of the arts and sciences in
American educational institutions and to
strengthen the bonds which unite our peo-
ple with the people of all other nations to
the end that the prospects of a durable peace
may be enhanced, there is hereby authorized
to be held in the District of Columbia con-
ferences, exhibitions, production, festivals,
competitions, and programs of educational
institutions as provided in this Act. As used
in this Aect the term “American educational
institution” means an educational institu-
tion located in a State, the District of
Columbia, Puerto Rico, or a possession of the
United States.

Sec. 2. Upon the request by the Commis-
sioner of Education for such information,
the head of each department and agency of
the Federal Government, the Board of Com-
missioners of the District of Columbia, and
the Recreation Board of the District of
Columbia shall inform the Commissioner of
Education of facilities under its jurisdiction
in the District of Columbia which it will
make avallable for conferences, exhibitions,
productions, festivals, competitions, and
programs presented pursuant to the pro-
visions of this Act. Such facilities shall in-
clude, but not be limited to, the White
House, the Carter Barron Amphitheater, the
Watergate Amphitheater, and the audi-
toriums and exhibition areas of the National
Gallery of Art, the National Cultural Center,
the Smithsonian Institution, the Library of
Congress, the Lafayette Square Opera House
(which shall be transferred to the Recrea-
tion Department of the District of Columbia,
renovated by it and used for such purposes
and educational and recreational activities
in the arts and sciences), the Interdepart-
mental Auditorium, the National Archives
Building, the Departments of State, In-
terior, Agriculture, Commerce, and Health,
Education, and Welfare, and the secondary
schools of the District of Columbia.

Sec. 3. The Commissioner of Education
shall select and arrange for the presenta-
tion of significant, high gquality conferences,
exhibitions, productions, festivals, competi-
tions, and programs in the fields of the arts
and sciences of American educational in-
stitutlons in sultable facilities in the Dis-
triet of Columblia which are made avallable
pursuant to section 2 of this Act, including
the performance of services incidental there-
to, and these programs and activities shall
be referred to as the National Showcase of
the Arts and Sclences.
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Sec. 4. In carrying out the provisions of
this Act the Commissioner of Education may
make arrangements, including contracts,
with suitable educational institutions,
organizations, and individuals (1) to han-
dle the business management and all tech-
nical work related to conferences, exhibi-
tions, productions, festivals, competitions,
and programs of educational institutions,
and (2) to promote public attendance, when,
in his judgment, this Is necessary to carry
out the purposes of this Act.

Sec. 5. (a) An International Olympiad of
the Arts and Sciences shall be held biennially
in the District of Columbia in the facilities
made avallable pursuant to section 2 of this
Act in conjunction with the activities car-
rled out under section 3 of this Act. Each
International Olympiad of the Arts and Sei-
ences shall consist of exhibitions, produe-
tions, and programs of American educational
institutions judged by the Commissioner of
Education and a competent jury (which shall
consist of distingulshed judges Invited by
him to act In this capacity) to be outstand-
ing; and exhibitlons, productions, and pro-
grams, and so forth, of foreign nonprofit
educational institutions and organizations
subvened financially in whole or in part by
the countries in which such educational in-
stitutions and organizations are located or
political subdivisions thereof. Foreign stu-
dents and teachers of such institutions who
are in the United States and are assisted
by any cultural or exchange of persons pro-
gram administered by the Department of
State shall be encouraged and invited to
participate in the International Olympiad
of the Arts and S:lences.

(b) The BSecretary of State, after con-
sultation with the Commissioner of Educa=
tion, shall, at appropriate times, extend in-
vitations to nonprofit educational institu-
tions and organizations in forelgn countries
which are eligible to participate in Inter-
national Olympiads of the Arts and Sciences
held pursuant to subsection (a) of this
section,

Sec. 6. There is hereby established an ad-
visory committee to advise and assist in the
development and administration of the pro-
grams and activities authorized by this Act.
Buch advisory committee rhall consist of the
Commissioner of Education, who shall be
chalrman; the Director, Bureau of Interna-
tional Cultural Relations, Department of
State and the Director, United States Infor-
mation Agency, who shall be vice chairmen;
and sixty members appointed by the Com-
missioner of Education from among persons
nominated by educational organizations,
thirty of whom ehall be drawn from the
fields of the arts, and thirty of whom shall
be drawn from the fields of the sciences.
Each member of the advisory committee ap=
pointed by the Commissioner of Education
shall hold office for a term of four years;
except that (1) of the members first ap-
pointed thirty shall hold office for a term
of two years, and thirty shall hold office
for a term of four years, from the date of
enactment of this Act; and (2) any member
appointed to fill a vacancy occurring prior
to the expiration of the term for which his
predecessor was appolnted shall be appointed
for the remainder of such term. Members
of the advisory committee shall serve with-
out compensation, but each member of such
committee shall be relmbursed for travel,
subsistence, and other necessary expences
incurred by him in connection with the work
of such committee.

S8ec. 7. (a) The Commissioner of Educa-
tion shall use the proceeds, if any, from the
programs and activities authorized by this
Act to (1) carry out the provisions of this
Act, and (2) assist in providing appropriate
prizes for original creative work presented
pursuant to the provisions of this Act.

{(b) The Commissioner of Education is
authorized to receive contributions of money,
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materials, and other property from any source
to assist in carrying out the programs and
activities authorized by this Act. Any con-
tributions of money so received, or funds
realized from the sale of property or other
gifts, shall be covered Into the Treasury to
the credit of a special fund which shall be
available to the Commissioner of Education
for carrying out the programs and activities
authorized by this Act. The financial trans-
actions of the Commissioner of Edueation
under this Act shall be audited at least once
8 year by the Comptroller General of the
United States in accordance with sueh rules
and regulations as may be prescribed by the
Comptroller General.

ADDRESSEE, EDITORIALS, ARTI-
CLES, ETC., PRINTED IN THE REC-
ORD

On request, and by unanimous con-
sent, addresses, editorials, articles, ete.,
were ordered fto be printed in the Rec-
ORD, as follows:

By Mr, HRUSEA:

Btatement by him before U.S. Tariff Com-
mission on lamb and mutton imports into
the United States, March 22, 1960.

By Mr. WILEY:

Article entitled “Sound Economics Can
Make Good Politics,” written by him, pub-
lished in the American Bar Assoclation Jour=
nal of March 1960.

DECLINE IN THE INTEREST RATE
ON GOVERNMENT BONDS

Mr. DOUGLAS. Mr. President, yes-
terday the interest rate on short-time
Government securities fell again, In
December 1959, it averaged 4.572 percent
on 91-day bills. The rate on 6-month
bills was as high, in early January, as
5.099. The administration was vehement
in demanding that the 44-percent ceil-
ing be removed; and those of us who
opposed that demand were subjected to
bitter denunciation.

Then the short-time rate began to
fall slightly, to an average of 4.436 in

January; but the administration be-

came even more insistent. Then, on
February 13, the 91-day rate slipped
to 3.563 percent, although it rose sub-
sequently. But still the administration
demanded removal of the ceiling.

In the last 2 weeks the decline has
been precipitous. On March 7, the in-
terest rate was 3.64 percent for 91-day
bills; and on March 14, the rate was
3.451 percent. Yesterday, the rate on
the issue of $1,200 million of 91-day bills
was only 3.033 percent. The decline in
the rate on the 182-day bills was pro-
portionately even greater; it went down
from 5.099, as I have mentioned, during
the first week in January, to 3.619 per-
cent last week. Yesterday, the rate fell
to 3.176 percent, or a decline of ap-
proximately three-eighths of the total
rate from its December high.

During this period the yield on long-
term Governments has also been de-
clining, although not, of course, so
sharply, because the rates on the long-
term bonds are not as volatile as are
those on the short-term bonds. Yester-
day, I reported that the arithmetic
average yield or true interest rate of
the 26 outstanding long-term issues as
of last Friday was 3.96 percent. More
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precisely, it was 3.955 percent. There
was a further very slight decline yes-
terday, to 3.953 percent. But I believe
we should realize that every one of the
26 issues has a yield below the 4.25
percent ceiling which the administration
wants removed, while no less than 10 is-
sues were below 4 percent.

Last week the Treasury was still de-
manding that the ceiling be removed.
It will be interesting to see whether the
Treasury still continues to make this de-
mand. It will also be interesting to see
by how much the interest rate will have
to fall before the Treasury will abandon
its plans to saddle a high-interest-rate
issue upon the American taxpayers, and,
instead, will reconcile itself to economic
realities.

Mr. YARBOROUGH. Mr. President,
will the Senator from Illinois yield?

Mr. DOUGLAS. I am very glad to
yield to the able junior Senator from
Texas, who has been deeply interested in
this whole matter.

Mr. YARBOROUGH. Mr. President,
I desire to commend the Senator from
Illinois and the other Members who
have been helping him—the senior Sen-
ator from Pennsylvania [Mr. CrLARK],
the junior Senator from Tennessee [Mr.
Gorel, and the junior Senator from
Oklahoma [Mr. MowroNEY]—for their
continued, highly intelligent, and high-
ly active fight against the spiraling
high-interest-rate, hard-money policy,
of the present administration. I think
nothing better illustrates the value of
the fight they have made than the re-
cent persistent and steady decline in the
interest rates on Government bonds.
Many Members believe that without the
fight which these distinguished Senators
have made, the line would not have
been held this long against the efforts of
the administration to have the interest
ceiling on Government securities re-
moved. Without the determined fight
which these very able Senators have
made, doubtless the Secretary of the
Treasury would already have received
the authority the administration has re-
quested to increase the interest rate on
long-term Government bonds from 4%
percent to 5 percent.

But these courageous Senators have
held the line until the market reacted
as they predicted it would; and now we
see that the interest rate increase the ad-
ministration has so persistently requested
lsbxlwt needed to make the bonds market-
able.

Furthermore, if the Secretary of the
Treasury would simply say that he
would no longer ask that the ceiling on
the interest rate on long-term Govern-
ment securities be removed, undoubt-
edly the interest rate would fall still
farther.

In my opinion, one factor that has
held up the interest rates has been the
thought of those who otherwise would
have been purchasing Government
bonds, that if they would simply post-
pone their purchases, if they would hold
onto their funds a while longer, and “keep
them in the sock,” the need of the Gov-
ernment to sell its bonds would result
in a rise in the interest rate. According-
ly, those who have funds to invest in
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bonds have postponed their purchases.
However, despite that fact, in recent
months the interest rate has steadily de-
clined, until today, as the Senator from
Illinois has pointed out, the rate is be-
low 4 percent.

With the Federal public debt ap-
proaching $300 billion, we can easily cal-
culate that a decline of three-fourths of
1 percent in the interest rate, if applied
across the board, would result in a sav-
ing of $2,250 million in the interest bill
the Federal Government must pay on
its debt; and a 1 percent decline in the
rate would mean that the saving to the
Government on the interest charge on
the Government debt would amount to
$3 billion a year.

Mr. President, I do not believe that
anyone doubts that if a break through
on the interest rate ceiling were to oc-
cur and the rates go still higher, the re-
sult would be most harmful to both pub-
lic debt and private debt; there would be
another spiral in the interest rate and
another round of interest-rate increases,
and another inflationary spiral of price
increases.

The PRESIDENT pro tempore. The
time available to the Senator from Illi-
nois, under the 3-minute limitation in
the morning hour, has expired.

Mr. YARBOROUGH. Mr. President,
I ask unanimous consent that the fur-
ther time I wish to use shall be charged
to the time available to me during the
morning hour.

The PRESIDENT pro tempore. With-
out objection, it is so ordered.

Mr. YARBOROUGH. Mr. President,
the determined action taken by our cou-
rageous colleagues is resulting in sav-
ings of billions of dollars a year in the
interest charge on the public debt, and
in the saving of even more billions of
dollars a year on private indebtedness
in the United States.

So I wish to express my profound ap-
preciation to the distinguished Senator
from Illinois [Mr. Doucras]l and to the
other distinguished Members who have
been associated with him in this cou-
rageous and persistent fight. The Sen-
ator from Illinois is a distinguished econ-
omist, and all of us are deeply grateful
to him for the leadership he has been
giving in the fight to hold down the in-
terest rates.

Mr. DOUGLAS. Mr. President, I ask
unanimous consent that at this time I
may speak for 1 minute, in order to have
time in which to reply to the Senator
from Texas.

The PRESIDENT pro tempore. Is
there objection? Without objection, it
is so ordered.

Mr. DOUGLAS. Mr. President, I wish
to say that no one has been more valiant
in this struggle than has the junior
Senator from Texas [Mr. YAREOROUGH].
I believe that the results of our effort will
vindicate it. Last fall, the Under Sec-
retary of the Treasury announced that
the Government intended to refund $20
billion of Government securities into
long-term securities; and at the same
time the Treasury floated a 4-year and
10-month issue at 5 percent—the “fabu-
lous 5s,” so-called—which now are
selling at over a 3-percent premium.
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So that in the long run, although not
necessarily in each year, I think we have
saved billions of dollars for the tax-
payers. And I am very curious to see
what the Federal Reserve, the adminis-
tration, and the financial writers say
about these developments.

Again I want to thank the Senator
from Texas, and say no one deserves
more credit in this effort than he does.

Mr. BUSH. Mr. President, the Sena-
tor from Illinois might be interested in
what I expect to say, if I could attract
his attention, because I intend to men-
tion his name at least, and call attention
to what he said yesterday, when he stated
that the wealthy investors who are able
to get hold of the high-interest rate
issues have made a killing of hundreds
of millions of dollars.

Mr. President, I submit that is a mis-
leading statement. The investors who
bought the so-called “magic 5s” were
not wealthy investors, but were, prin-
cipally, people with money in savings
banks.

It happened that last October, when
this issue was made, I was at a savings
bank convention in Virginia. The sav-
ings bankers were very much concerned
about the savings withdrawals by small
savers who were putting their money
into the 5 percent notes. There were
more than 100,000 individuals who
bought those notes, and that was a
greater number of people—individuals,
small savers—who bought bonds on the
Government bond market than at any
time since World War I.

So I submit it is not quite fair to the
Treasury to say that it was wealthy
investors who made a killing on these
bonds. The savers of this country have
discovered the Government bond mar-
ket, and have withdrawn money from
their savings accounts to buy Govern=
ment obligations.

Mr, President, on this subject, since
there have been several remarks made
about it in the last few days, and the
Senator from Illinois has commented on
it again today, I wish to point out that
practically every group that knows any-
thing about this situation in the finan-
cial world has come to the conclusion
that the ceiling on long-term bonds
should be lifted. The most recent state-
ment to that effect was made by the Na-
tional Association of Homebuilders; we
have also had such an opinion expressed
from the National Retail Lumbermen’s
Association; and last fall we had such
an expression from the National Asso-
ciation of Real Estate Boards. We have
also had that advice from every leading
financial institution in the country, the
savings and loan associations, the sav-
ings bankers associations; and when the
Infernational Monetary Fund had its
meeting here last September, the one
thing the representatives of some 69
countries from all over the world could
not understand was how the U.S. Con-
gress could tie the hands of the Treasury,
force it to go into the short-term money
market, and prevent it from issuing long-
term bonds. They thought that was the
height of folly, and they could not un-
derstand it. They were given to hope,
I think, when they were here, that the
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Treasury would be accorded the privi-
lege of issuing long-term bhonds when
this Congress came back into session.

Now it appears there is a determined
move afoot to prevent that. I say to
my friends across the aisle that they are
gambling. There is a new set of gam-
blers in the security market. They are
speculating with the national -credit.
Upon that national credit depends the
security of this country and the security
of the whole free world. I say it is a
reckless thing to do.

I say it is reckless to speculate with
this issue because they think they have
a “hot” political issue. I say to my col-
leagues and to my friends in the other
body that it is the most dangerous specu-
lation I have seen since I have been
in the United States Senate. I beg them
to drop this issue, and to give the Treas-
ury the opportunity to finance this Gov-
ernment’s needs with free hands, and
not have its hands tied behind its back.

The PRESIDENT pro tempore. The
time of the Senator has expired.

Mr. BUSH. Mr. President, I ask
unanimous consent to continue for an-
other 2 minutes on this point.

The PRESIDENT pro tempore. Is
there objection? The Chair hears none,
and it is so ordered.

Mr. BUSH. Mr. President, regarding
the purchases of the 5 percent bonds, I
ask unanimous consent that the list
whieh I have in my hand of the sub-
scribers to these bonds, which were is-
sued last October, totaling $2,316 million,
be placed in the REcorp at the conclusion
of my remarks.

The PRESIDENT pro tempore. With-
out objection, it is so ordered.

(See exhibit 1.)

Mr. BUSH. Mr. President, I ask
unanimous consent that an editorial
which appeared in the Wall Street Jour-
nal today be printed in the Recorp at
the conclusion of my remarks.

The PRESIDENT pro tempore. With-
out objection, it is so ordered.

(See exhibit 2.)

Mr. BUSH. Finally, Mr. President, I
ask unanimous consent that an editorial
which appeared in the Journal of Com-
merce today, March 22, 1960, entitled
*“Qut of the Blue,” be also printed at the
conclusion of my remarks, as having a
bearing on this situation.

The PRESIDENT pro tempore.
out objection, it is so ordered.

(See exhibif 3.)

Mr. BUSH. Mr. President, the reason
why interest rates have come down and
the situation exists as my able friend
from Illinois has said in the last 2 or 3
days has been due fo the very simple fact
that there has been an easing off in busi-
ness in many lines. There has been a
slight recession in business. The records
show it. Refail sales are off. Auto-
mobile sales are slow.

I see no reason for rejoicing that in-
terest rates are down because business is
off temporarily. I think that is an un-
happy fact, and nothing to be rejoicing
about.

I think also that if Congress does not
do something about this question before
it adjourns for the summer, it is going

With-
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to place the United States in an exceed-
ingly difficult position for taking care of
the needs of the Government and for
preserving the eredit of the Government
and for fighting inflation, particularly,
in the future. It appears that we are
going to enter another period of very
active business, in which money is going
to be very much in demand, and interest
rates are very apt to firm up and reach
a higher level than their present level.

So, Mr. President, I plead sincerely and
earnestly with my friends across the
aisle, both here and in the House of
Representatives, to drop this silly issue,
and give the Treasury of the United
States the freedom that any other gov-
ernment, of any responsibility, gives to
its treasury in connection with the
financing of Government operations.

ExmieiT 1

ALLOTMENTS BY INVESTOR CLASSES ON SuUB-

SCRIPTIONS FOR 5-PERCENT TREASURY NOTES

Issuep OcToBER 15, 1959

In the issue of 5-percent notes sold last
October, more than 100,000 individual sub~
scribers—mainly small investors—subseribed
for and were allotted more than $750 million
of the securities. Subscriptions by the
large financial Institutions were rigidly
limited by the Treasury.

The amounts allotted to various classes
of subscribers were as follows: !

Insurance companies________. 148,000,000
Mutual savings banks_______. 138, 000, 000
Corporatlons_ oo _____. 91, 000, 000
Private pension and retirement:
Funds 107, 000, 000
State and local governments 80,000, 000
Dealers and brokers____.___ 58, 000, 000
U.8. Government investment
accounts and Federal Re-
serve banks_______________ 100, 000, 000
AL e e 229, 000, 000

ExHIBIT 2
[From the Wall Street Journal, Mar. 22, 1960]
WHERE THE SHOE PINCHES

The National Association of Home Build-
ers, we see by a letter to its members, has
found out that it makes a lot of difference
where the shoe pinches.

For many months now Secretary Anderson
has been ftrying to persuade Congress to
change the law which forbids the Treasury to
pay more than 414 percent interest on long-
term Government bonds. The chief oppo-
sition has come from those who say that,
while this might make things easler for the
Treasury Secretary, it would be a severe
blow to ordinary folk who have to borrow
money on long terms, such as on mortgages.,
Aren't mortgage rates already high enough
without the Treasury pushing them higher?

So the Democrats in Congress, who profess
& deep concern about home buyers and the
building industry, have told Mr. Anderson
“No.” If he's pinched for funds, let him
stick to the short-term market.

But now the homebullders have had some
second thoughts. The association has just
called on all members to write their Con-
gressmen at once giving “strong support” to
a change in the interest-rate limitation “at
the earliest possible date.” If the change
isn’t made quickly, say the homebuilders, it
“could well mean tighter mortgage money
and higher interest rates.”

Behind this about-face 1s an Interesting
lesson in the economics of interest. It's one
that might even be instructive to the self-
styled liberal Democrats in other ways, too.

1 Source: Treasury Bulletin, February 1860.
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The basle situation here can be described
fairly simply. Because of the tremendous
demand for the Nation's lendable funds,
from both private and governmental bor-
rowers, the price of money has been pushed
up. Unecle Sam may offer to pay 414 percent
interest, but no lenders come forward for
the reason that they can already lend their
money elsewhere at a higher rate.

So with long-term money already “tight,”
the first reaction of many people was that
to permit the Government, with its huge
borrowing needs, to raise its Interest bid
would simply make the long-term money
supply even tighter. The Government, so
the argument ran, would then be competing
even more directly with would-be mortgage
borrowers, Interest rates would rise further,
people wouldn’t be able to buy homes, the
building industry would fall into the dol-
drums and that would injure the whole
economy.

Of course this tralm of thought, however
persuasive to the unsophistieated, overlooked
one little detail, The U.8. Treasury had to
get the money from somewhere, billlons of
it. And if it couldn’t spread its borrowing
over the long-term market, it had fo borrow
all the billions on the short-term market
where there was no interest limit fixed by
law.

‘What happened then was wunforeseeable
only by the kind of “liberal” Congressman
who thinks statutory law will repeal the ac-
tual laws that govern economie affairs,

When the Treasury was forced to borrow
its billions on short-term notes alone, short-
term interest rates went skyrocketing. Last
fall the Treasury had to pay 5 percent for
notes maturing in less than 5 years. So, not
unnaturally, people who had money in sav-
ings banks and bullding associations at much
less interest, drew out thelr money and
bought the Treasury notes.

Hence the home bullders discovered that
“the Treasury's unavoidable financing activ=-
ities are draining money out of the very in-
stitutions on which we must rely for mort-
gage credit.” And they concluded that if
the Treasury isn't permitted to meet the go-
ing interest rates in the long-term market,
where it can spread its debt around, “we are
all going to suffer severely.”

So there you are. Those who refused to
Iet the Treasury deal sensibly with the reali-
ties of the marketplace have brought about
the very thing they professed they would
avoid.

The political lesson should be plain when
the Congressmen hear from the home build-
ers. And the economic lesson might even re-
mind some of them that when a shoe is
badly made it’s apt to pinch all over.

ExHIBIT 3
[From the Jourmal of Commerce, Mar. 22,
1960]
Our oF THE BLUE

The Members of Congress who had
thought that the recent easing in interest
rates would give them a way out of their
dilemma over the 414 -percent celling on new
Government obligations got a rude awaken-
ing last week,

The decline In money rates had looked
like an answer out of the blue. There had
been a growing recognition that something
had to be done to ellminate the celling on
rates the Treasury could pay on securities
of over b-year maturity. It was becoming
obvious that the failure to lift the 41;-per-
ecent ceiling was forcing the Treasury to rely
far too much on short-term obligations.
This led to a potentially dangerous situation
of overliquldity in the economy.

‘There has also been & greater recognition
that the forced relianee solely on short- and
intermediate-term obligations could easily




1960

lead to conditions under which the Federal
Reserve would be obliged to ease credit
despite its wishes to enable the commerical
banks to take up securities not wanted
by others.

Yet Congress has been trylng to develop
a nice political issue out of the ceiling by
generating the impression that the refusal
to lift it is really keeping interest rates low
and helping out the small borrower.

The attempt to get the best of hoth
worlds by allowing a small volume of new
long-term bonds to be offered at above 414
percent, either by a small exemption or by
advance refunding has not gotten far as yet.
Hence, as interest rates fell moderately in
the first months of 1960, it was suggested
that the celllng would cease to have any
meaning if the problem were just forgotten
long enough for long-term market rates to
come back under the 414-percent level.

Under Becretary of the Treasury Julian
Baird took the opportunity of a phone
query on the question from Representative
Ixarp, Democrat, of Texas, to explain just
why this hoped-for elimination of the prob-
lem by doing nothing won't work. His argu-
ments were few but potent.

To be sure, he explained, rates on some
outstanding Treasury obligations of over
b-year maturity are now under 41, percent,
but this is not a true picture of what yields
on new offerings would have to be.

In the first place, the scarcity of new
long Treasury issues caused by the ceiling
has artificially pushed up their yields by
itself. In addition, the yields themselves do
not present the true picture of market sen-
timent because of the tax advantages inher-
ent in the deep discounts at which outstand-
ing long bonds are now selling.

This is due to the capital gains which each
bond will develop as it returns to par and
the fact that Treasury obligations, no matter
the market price, may be turned in at par
to pay estate taxes.

Finally, there is the simple fact that new
bonds must have a higher yield than out-
standing issues simply to attract funds from
outstanding Investments and to compen-
sate for the fact that supplies of securities
will be increased.

This is why the Treasury has not tried to
sell long bonds at 414 percent recently and
why it 1s unlikely that any attempted offer-
Ing at such a yleld could be successful.

An additional point is that while interest
rates have gone down somewhat in the last
214 months, there is no reason to believe
that they will continue to drop at such a
rate or perhaps even to drop further at all.

Certainly if the economy takes a serious
turn for the worse, such credit easing will
develop, but no slgns of this are presently
available.

In addition, there is evidently a current
shortage of mortgage money that is limiting
new home starts to levels below those of
1959. BSince interest rates are determined by
the availability of credit, it is hard to see
how enough excess investment money over
demand could become available in the next
few months to bring about much lower in-
terest rates when the homebullders are wait-
ing in the wings for just such funds to
finance the homes they feel they can sell.

This should deal the final blow to the
hopes of those who feel that a short wait
without doing anything about the ceiling
will make the problem disappear.

What is needed, of course, is a complete
removal of this 41;-percent ceiling. It does
not keep interest rates low, as some of its
proponents assert, but rather it works in
Just the opposite direction; for this veto on
sound debt management policles robs in-
vestors of confidence In the dollar and thus
cuts the supplies of funds they make avall-
able for lending.

CVI—391

CONGRESSIONAL RECORD — SENATE

Certainly the compromise plans now under
consideration would help. They would take
the pressure off the Treasury by allowing at
least some new obligations of over 6 years
maturity to be marketed.

But a complete removal of the ceiling
would not only accomplish this goal for the
Treasury but would also give the capital
markets a psychological lift that would help
immeasurably in increasing savings and thus
making long-term capital available at a lower
price.

Mr. DOUGLAS. Mr. President, in view
of the fact that the Senator from Con-
necticut made certain personal refer-
ences to me, I wonder if I might be per-
mitted to reply to him. I shall try not
to exceed 3 minutes, but if I have to, I
may ask for more time.

Mr. BUSH. Mr. President, I ask unan-
imous consent that the Senator from
Illincis may proceed——

Mr. DOUGLAS. Mr. President, I ask
unanimous consent that I may have time
to reply to the Senator from Connect-
icut.

The PRESIDENT pro tempore. Is
there objecticn to the request of the Sen-
ator from Illinpis? The Chair hears
none, and it is so ordered.

Mr. DOUGLAS. Mr. President, I was
interested in the statement of the Sen-
ator from Connecticut that we were in a
business recession. I have never made
that statement myself. As a matter of
fact, I do not think we are. I think we
are in an arrested period in a previous
upward movement, although we are still
vory far from full employment.

I can be certain, Mr. President, that
if the Senator from Illinois had said we
were in a business recession the Senator
from Connecticut and others would have
immediately leaped to their feet and
once more accused me of being a prophet
of gloom and doom. I want the REcorp
to show doubly that this comment was a
comment of the Senator from Connecti-
cut and not of the Senator from Illinois.

Mr. President, I should like to point
out that the Treasury has not followed
a policy in the past of refunding an ade-
quate amount of its short time securities
when interest rates were low, so that,asa
matter of fact, during the first 614 years
of the Eisenhower administration when
long-term rates were below the 4%;-
perecent ceiling the average length of the
public debt had shortened from around
5 years and 3 months to 4 years and 7
months as of June 1, last spring. How-
ever, when the interest rates were high
the administration did wish to refund,
and Under Secretary Baird, I believe it
was, last October said their intention was
to refund about $20 billion. At the same
time the administration issued the 4-year
and 10-month notes at par, with 5
percent interest. These were oversub-
scribed five times, which was a pretty
clear indication that the interest rate
was too high. I criticized the issue at
the time, but of course that had no effect.

I think there is every reason to believe
that if last year we had given the per-
mission requested, the $20 billion, or a
considerable fraction thereof, would have
been refinanced at rates close to 5
percent.

I would ecall attention to the fact—
which apparently my good friend from
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Connecticut does not guestion—that as
of last Friday the average interest rate
on the 26 issues of long-term Govern-
ment securities was 3.96.

I will say that is an unweighted arith-
metical average. I figured out this
morning the average rate for yesterday,
and it came to 3.953, a little less than the
rate for last Friday, but not much less.

What we are facing is a fall in interest
rates. This seems to distress the Sena-
tor from Connecticut very much. I do
not want to have the fall in interest rates
purchased at the price of a recession. I
do not think we are yet in a recession.
I hope we will never get in one. How=-
ever, this fall in the interest rates seems
to strike the Senator from Connecticut
in a very sensitive nerve. He regards it
as a sign of calamity. I do not regard
it as a sign of calamity. I think it re-
duces the fixed charges which the Amer=-
ican taxpapers, the investors and bor-
rowers of America, have to pay for the
use of capital and money. I do not re-
gard it as a catastrophe.

On this question of the “fabulous
5s,” I think it is now clearly evident
that the interest rate was higher than it
should have been. The Senator from
Connecticut says that all the poor people
had a chance to get in on it, but I should
like to ask the Senator, how much was
the minimum subscription which an in-
dividual had to put down for one of those
bonds? Am I correct in my understand-
ing that it was $1,000 for an individual?

Mr. BUSH. Mr. President, the Sena-
tor makes that assertion. Iam not going
to dispute it.

Mr. DOUGLAS. I think it is correct.
The Senator was a very able Wall Street
investment financier and he knows about
this issue, of course, much more than I
do. I merely desired to ask whether that
was a common impression in Wall Street.

Mr. BUSH. I will say to the Senator,
if he will give me a moment to do so, I
do not believe that is true, although I
have not been active in Wall Street for
many years. I think anybody could buy
a $100 bond if he wanted to. :

Mr. DOUGLAS. I think the record
will show the situation, and we should
verify it before the CONGRESSIONAL REC-
orp goes to print. I believe the minimum
was $1,000.

May I further ask the Senator from
Connecticut, who has wide knowledge of
financial matters, whether it was true
that the smallest amount a bank or a
brokerage house could in practice sub-
scribe for was $25,000?

Mr. BUSH. I am not prepared to an-
swer the Senator’s question.

Mr. DOUGLAS, I think that is cor-
rect. I think we should check that. If
I am in error, I will correct the matter
in the Recorp before it goes to the pub-
lic. If I am not in error, we will allow
the Recorp to stand.

Let me say that if I am correct it
would mean the small saver, by the
standards of the American public and
by the standards of the Senator from
Illinois, was excluded, although of course
to the Senator from Connecticut and to
the Republican Party a person with
$1,000 or $25,000 to invest would be
“small potatoes.”
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Mr. BUSH. Mr. President, will the
Senator yield?

The PRESIDING OFFICER (Mr,
GrUENING in the chair). The time of
the Senator from Illinois has expired.

Mr. DOUGLAS, I yield to the Sena-
tor.

Mr., BUSH. The Senator made sev=
eral references to me.

The PRESIDING OFFICER. The
time of the Senator from Illinois has ex-
pired.

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that the Sena-
tors be given additional time for thein
colloquy.

Mr. BUSH. Mr. President, I ask
unanimous consent that the Senator
from Illinois be granted an additional
5 minutes, if needed.

The PRESIDING OFFICER. Is there
objection to the request of the Senator
from Connecticut? The Chair hears
none, and it is so ordered.

Mr. DOUGLAS. I am glad to yield
that time to the Senator from Connect-
icut,

Mr. BUSH. I simply want to say to
the Senator that I have put into the REc~
orp this morning the statement that
over 100,000 individuals bought those 5
percent bonds. I know, from informa-
tion supplied by savings bankers all over
the country, that it was the small peo-
ple who came in and who made those
bonds such a great success. The Sena-
tor’s definition of “small” may be one
thing and mine may be another, but I
claim anyone who takes money out of a
savings bank and puts it into Govern-
ment securities comes under the general
heading of a small investor, and not what
the Senator called such people yester-
day. I have forgotten the language the
Senator used yesterday, about the rich
speculators he claims to be the ones who
cashed in on those 5 percent bonds.
The record will not support the Sena-
tor's statement at all.

Mr. DOUGLAS. We have sent out a
representative to telephone for the ac-
tual facts, and I ask permission, Mr.
President, that at a later time——

Mr, BUSH. The Senator will not dis-
pute the facts I have stated, will he;
that these individuals who made with-
drawals from savings banks throughout
the country are small investors and will
tell the Senator that? I ask the Senator
if 1t is not a good thing for the people to
invest in Government bonds.

Mr. DOUGLAS. It is a fine thing.

Mr. BUSH. I want to see them in-
vest in long-term Government bonds.

Mr. DOUGLAS. It is a fine thing.
However, it is not fine for the Treasury
to pay a higher rate of interest than the
competitive rate, That is precisely
what the Treasury did. They issued a
5 percent interest bond. The issue was
oversubscribed five times, which was a
clean indication that the rate was higher
than it needed to be.

There was every indication that the
Treasury, if it received the authoriza-
tion which it sought from the Congress,
intended to refinance from $5 billion to
$20 billion of debt at interest rates of
4% percent to 5 percent.
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Apparently the Senator from Connect-
icut finds it very hard to admit the fall
in the infterest rate which has occurred.

Mr. President, I ask unanimous con-
sent to have printed in the REecorp at
this point an article written by Miss
Sylvia Porter which the Senator from
Oklahoma [Mr. MoNrONEY] has given to
me, which discusses these so-called
magic 5's.

I do not see the minimum amount
stated in the article, but that can be
made a matter of record in a few min-
utes.

There being no objection, the article
was ordered to be printed in the Recorbp,
as follows:

“Macic 55" A MEMORY
(By Sylvia Porter)

In October of 1859, the Treasury sold $2
billion of new notes carrying a magic 5 per-
cent coupon—the highest rate on a U.S.
obligation in over a generation. The due
date is 1964.

In February of this year, the Treasury sold
another $2 billion of new notes. On these
obligations, also to come due in 1964, the
Treasury placed a coupon of 47; percent.

If the Treasury were to issue similar notes
today, it could sell them with an interest
coupon of 414 percent.

This illustrates the extent to which in-
terest rates have declined just in the last few
months. It also underlines the extent to
which investors have been buying U.S. bonds,
thus permitting the Treasury to borrow at
progressively lower interest rates.

Behind the change are five basic forces.
Specifically:

1. A first reason for the reversal lies in the
degree to which interest rates had soared at
the end of 1859.

So unusual was the 5 percent coupon on
a Government note that announcement of
the sale made worldwide headlines and in-
vestors who never before had even considered
buying a Treasury security entered orders
for them. BSince October, individuals have
become buyers of high-coupon U.S. market-
able obligations on a scale unknown since the
twenties.

2. A second reason has been the dwindling
of infiation fears and thus, the willingness
of investors to buy bonds in quantity again.

In most of the post-World War II perlod
buyers of U.S, bonds have taken a licking
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because while they've received $1-plus-in-
terest back for every $1 invested, the interest
hasn't been enough to offset the rising cost
of living and taxes.

Now the fear of runaway inflation has
subsided.

3. A third factor has been the disenchant-
ment of large numbers of investors with
high-priced stocks.

From the beginning, the decline in stock
prices has been furthered by shifting of
funds from stocks to bonds—particulariy by
institutional investors. The shifts have been
pushing up bond prices, pushing down inter-
est rates, and new borrowers have benefited.

4. A fourth factor has been the down-
grading of exuberant forecasts for business
and for the need for credit this year.

The angle here is that in a more moderate
economic advance there won't be such flerce
demands for loans, and therefore not such
intense pressures on borrowing costs. So
far, at least, the demand for credit hasn't
been sufficient to send interest rates to new
peaks.

5. And a fifth factor has been the realiza-
tion that as the Federal budget is balanced,
the Treasury won't have to tap the market
constantly with new loans. There’ll hardly
be a scarcity of Treasury issues—but there
won't be an ever-growing supply, either.

It's improbable that the Treasury will have
to pay b percent to borrow money again soon.

If you buy Government securities now,
expect a satisfactory, comfortably “fat” but
not sensational income.

[From the Washington Star, Mar. 20, 1960]
CORPORATE LIST AND TREASURY'S GAIN IN WEEK
(By Warren Bennett)

New Yorg, March 19.—Corporate and Gov-
ernment bonds advanced this week on light
volume.

Short-term interest rates eased in line
with the Treasury's lower borrowing costs
on its 13-week bills. The current issue drew
a rate of 3.451 percent.

Mr. DOUGLAS subsequently said:
Mr. President, the distinguished Sena-
tor from Connecticut [Mr. BusH] re-
fused to admit the accuracy of certain
statements which I made a few minutes
ago. I think it would be appropriate if
I placed in the Recorp the facts abouf
the Government bond market, as I have
been able to gather them from experts
in the Government,

Treasury bonds closing over the counter Mar. 19

Maturity Rate Bid Asked |Netchange| Yield

1060._ - 1214 9.7 99.9 . 5 k

1965-60. . 2 Eﬁ 98 12 88, 20 +0. 8 lal 3?
1061 ... 1 08. 16 98, 20 I 10 3.60
1061 .- 1914 97.22 07.26 +. 10 3.88
1062-59, June. 19 96. 10 96. 14 +.12 3.93
1662-59, December. 1214 95,18 95, 22 .14 3.08
1063 ... 1214 95.2 95. 6 i 16 4,03
1964 1y 96.8 96.12 .6 4.01
1965, 1254 93,16 93. 20 .12 4,07
1966, - . 13 94, 20 04,24 .12 3.04
1067-62. 1214 90 90,8 .8 4.07
196863 1915 87,20 87,28 .8 4.17
1960-64, June._ 1214 87 87.8 .12 4,18
1069, ... i 14 99, 20 99,28 +. 24 4.01
1060-64, December...... 191¢ 86. 16 86. 24 +.12 417
1970-65.. 1214 86.8 86,16 +.16 4,17
1971-66. 1914 85, 24 86 +.12 4.10
1972-67, June 1214 85. 16 85, 24 +.8 3.98
1972-67, September-.. . 1915 85,4 85.12 +.8 3.96
1972-67, Decem 12 85,16 85. 24 +.8 3.9
1974 137 97.12 97, 20 +.12 4.00
1980 14 98. 20 98, 28 +.12 4,08
108378 13 87,24 88 +.8 4,05
1985 13 87,16 87,24 +.12 4.03
1000 1358l 008 90.16 +12 405
1095 13 86 86.8 +.24 3.70

i Prices quoted in dollars and thirty-seconds,
#Partially tax exempt.
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First, the minimum amount of a mar-
ketable note which an institution or an
individual can purchase is $1,000, as I
said. The so-called fabulous 5s were
notes of less than 5 years’ duration. So
I was correct on that point.

Second, as a practical matter, 17 New
York brokers who deal in the bond mar-
ket do not solicit bids as small as $1,000,
because the cost would exceed the fees
which they receive. Ordinarily, the New
York brokers buy in lofs of at least
$100,000, although odd lots are bought
from time to time.

The normal procedure would be for
local banks to assemble customer bids
and send them to their correspondent
banks in New York, and a lot would be
ordered. The local banks would wish
normally to assemble a considerable vol-
ume of these bids, as I stated, before
they purchased either from correspond-
ent banks or from the 17 securities deal-
ers, and the dealers would ordinarily buy
only in large amounts in order that the
fees would cover the costs of the pur-
chase. Normally they would purchase
in lots from $25,000 to $100,000. Or
even more than those amounts.

There is another fact which I think
needs to be noted: The Senator from
Connecticut said there were 100,000 in-
dividual subscribers to the fabulous
6s. In the aggregate, that would
seem to be a large number. But the to-
tal amount these subscribers purchased
came to $778 million. I have done a lit-
tle hasty division, and that would mean
that the average subscription would be
almost $8,000. That may seem to be a
small investment to the Senator from
Connecticut who, I suppose, is accus-
tomed to deal with much larger figures
than that. But, to me, it seems to indi-
cate that only a relatively limited group
of people in the United States were able
to get hold of the so-called fabulous
53, which, in my judgment, were
issued at an appreciably higher interest
rate than market conditions demanded;
and that was evidenced by the fact that
the volume of subscriptions was over five
times the issue. When, at a given price,
the demand is very, very much greater
than the amount offered, that is'an in-
dication that if there were a competitive
system, the price would increase.

This strengthens the case which has
been presented by so many of us who
have been demanding that the Treasury
put up at auction its notes and bonds,
as we have recommended, and as the
Treasury now does in the case of its bills,
instead of fixing an interest rate and
then having the bonds sold at par, and
having a rationing system to determine
who, among the oversubscribers, will get
the bonds, and on what terms. I have
yet to hear a lucid defense of that prac-
tice.

Mr. President, I request that these re-
marks be printed following the colloquy
I had earlier tbday with the Senator
from Connecticut; and I also ask that
the sheets be shown to the Senator from
Connecticut, so he may have a chance to
make a further reply if he so desires.

The PRESIDING OFFICER. Without
objection, it is so ordered.
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STATUS OF THE TELEVISION
INDUSTRY

Mr. McGEE. Mr. President, I should
like to include in the REecorp today a
number of recent articles on the question
of the status of the television industry
in this country. These are in addition
to the items which I have been placing
in the REcorp at more or less regular
intervals.

First, I invite attention to an article
entitled “Commissioner From Arts Field
Needed,” written by Roscoe Drummeond,
and published in the Washington Post
of March 21, 1960. The author is an
esteemed columnist. His recommenda-
tion is that in filling an existing vacancy
on the Federal Communications Com-
mission, someone from the field of arts
b= selected for that post. He says:

It i1s evident that what the Commission
now needs most of all is at least one member
who has experience in the arts and/or educa-
tion, and who has a manifest concern over
the content of television and radio—mnot just
in"the mechanics of the industry and the
legalities of licensing.

He pleads for at least one Commis-
sioner with a special fitness for the posi-
tion and an interest in seeing that the
stations and the networks live up to their
public service obligations.

Mr. Drummond quotes from a report
by Mr. John Crosby, a commentator on
one of the New York newspapers. I
quote a part:

The imbalance of the program structure
is getting worse rather than better, and
next fall there are going to be far fewer
specials which gave some respite to the
cowboys and the gangsters. It'll be a cry-
ing bloody shame if the great quiz and
payola scandal is allowed simply to die down,
leaving the general program schedule * * *
where it is now.

In another report from Mr. John
Crosby he suggests that the great TV
reform wave announced by some peo-
ple interested in the welfare of the TV
industry and the public seems to have
abated.

Mr. Crosby asks:

What ever happened to the great reform

wave that was supposed to sweep the beach
clean?

It's business as usual all over Madison
Avenue. The clamor is dying down. The
industry is firmly back in the hands of the
advertising agencies and the breakfast food
companies who are sturdily underestimating
everyone's intelligence but their own. The
schedule will be full of darling little hus-
band and wife shows In which the children
are adorable little monsters.

There being no objection, the articles
were ordered to be printed in the Recorbp,
as follows:

[From the Washington Post, Mar. 21, 1960]
FCC VacaNcY—CoMMISSIONER FROM ARTS
FreLp NEEDED
(By Roscoe Drummond)

Now that the Eisenhower administration
has named such an able man as Frederick
W. Ford to be chairman of the too long
enfeebled Federal Communications Com-
mission, the White House will certainly want
to make a superior appointment to fill the
place left vacant by the resignation of John
C. Doerfer.
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It is evident that what the Commission
now needs most of all is at least one mem-
ber who has experience in the arts and/or
education and who has a manifest concern
over the content of television and radio—
not just in the mechanics of the industry
and the legalities of licensing.

Let anyone tell you who wants to that
this means Government censorship. But
you don't have to believe him. Bear in
mind that television-radio has to be a li-
censed industry because the alrwaves are
public property and are limited In number,
The Government allows the statlons to use
these channels not just because they have
the nicest buildings or announcers with
good voices but because they agree to use
the channels to perform substantial public
service,

What the FCC needs is at least one Com-
missioner with special fitness and interest
in seeing that the stations and the networks
live up to their public-service commitments,

Put it this way: If for some reason there
could be only four legitimate theaters and
their use, therefore, had to be licensed in
the public interest, you would not want
the Commisslon made up entirely of real
estate men. You would want at least one
Commissioner who had theater experience.

It seems to me that the current vacancy
in the FCC could usefully be filled by some-
one who has qualifications to consider what
happens on television and radio after the
licenses have been granted,

The appointee, I think, should be drawn
from the arts or at least be sensitive to and
interested in the arts and education. Such
candidates as the following suggests them-
selves: Brooks Atkinson, the retiring drama
critic of the New York Times; Clare Boothe
Luce, author, playwright, and former Am-
bassador to Italy; Willlam Benton, former
Senator from Connecticut and advertising
executive with a high sense of public re-
sponsibility; Mrs. Carroll Kearns, wife of the
Pennsylvania Congressman and former pres-
ident of the National Federation of Women,
with experience in the theatrical arts;
Frederick Coe, television's most distinguish=
ed producer; Hubbell Robinson, originator
of “Playhouse 90" and “The Lively Arts"
programs,

I am not urging the appointment to any of
these people. I cite them to show the kind
of Commissioner who would add the compe=
tence and balance the FCC so acutely needs.

How acutely needed is suggested by this
report from John Crosby, the New York
Herald Tribune's syndicated television critic:

“The imbalance of the program structure
is getting worse rather than better and next
fall there are going to be far fewer specials
which gave some respite to the cowboys and
the gangsters. It'll be a crying bloody shame
if the great quiz and payola scandal is al-
lowed simply to die down, leaving the gen=-
eral program schedule * * * where It is
now.”

If the FCC or the Harrls committee doubt
this report, they ought to lock themselves
in a room and watch television 12 hours a
day for a week. Then they would know
what the phrase *long suffering public”
means,

[From the Washington Post, Mar. 16, 1860]
GreaT TV REFORM WAVE SEEMS To HAVE
ABATED
(By John Crosby)

Already CBS is almost sold out for next
year. Mostly, the program schedule is what
might be described as quality junk. Well,
perhaps “junk” is too strong a word. There
will be an almost uninterrupted flow of
bread and butter programs—situation com-
edy, shoot 'em-ups, quizzes, There will be
almost no serious programing worth men-
tioning. What ever happened to the great
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reform wave that was supposed to sweep the
beach clean?

It's business as usual all over Madison
Avenue. The clamor is dying down. The
industry is firmly back in the hands of the
advertising agencies and the breakfast food
companies who are sturdily underestimating
everyone's intelligence but their own. The
gchedule will be full of darling little hus-
band and wife shows in which the children
are adorable little monsters.

In an excellent article in the current Mc-
Call’'s magazine, Clare Boothe Luce, a mur-
derously accurate phrasemaker, calls tele-
vision “Everyman’s Scheherazade” and titles
her article part one—"“A Thousand Nights
of Terror and Violence.” There’ll be another
one this month,

“Today there are 27 westerns and 20 who-
dunits on the weekly programs of the major
networks,” Mrs, Luce writes. “For a thou-
sand and more nights, from sea to shining
gea, their chilling hordes have passed before
the eyes of 42.56 million American families.
Among their evil numbers are safeblowers,
brainblowers, convicts, extortioners, coun-
terfeiters, blackmailers, thugs, gangsters,
stool pigeons, hoodlums, savages, cattle rus-
tlers, trigger-happy cowpokes, lynchers, jail-
breakers, adventurers, drunks, drug addicts,
pushers, pads, panderers, pimps, house-
breakers, homebreakers, arsonists, sadlsts,
psychopaths, prostitutes, rapists, maniacs,
and murderers—all the lice and scum,
damned and doomed dregs of humanity,
glving an advanced course for young and
old in all the techniques of crime and the
modes of violence.”

The Harris subcommittee recommends that
fixing quiz programs be made a crime which
is like outlawing cattle rustling. It’s a good
thought, but the time for such action is past.
If the Harris subcommittee wants to know
what is really wrong with television, it ought
to stop interviewing witnesses and look at
that monstrous box for a week.

COB8 promised an hour-long program of
public affairs—either culture or news docu-
mentary. This has been watered down to
26 weeks. NBC promised “World Wide 60,” a
program of very high cultural aspiration,
and this program is on the alr, though its
achievements are not up to its aims. ABC
went its usual cynical way—making money.

TAXES AND ECONOMIC GROWTH

Mr. M¥GEE. Mr. President, I should
like to add to the Recorp a letter to the
Washington Post, published in the March
21, 1960, issue of that paper, from Leon
H. Keyserling, who once served as chair-
man of President Truman’'s Council of
Economic Advisers. I include this ar-
ticle because it is in reply to and in addi-
tion to a eolumn which I inserted in the
Recorp earlier this month, by Mr. Wal-
ter Lippmann. The subject of both Mr.
Lippmann'’s ecolumn and Mr. Keyserling’s
letter is that of the economic growth of
our couniry, and the capacity, if we
properly use our economic resources, to
meet our tax needs, our program require-
ments, and our national requisites under
the present economic structure.

For the benefit of all who care to
read, I ask unanimous consent that this
letter be printed in the REecorp at this
point as a part of my remarks.

There being no objection, the letter
was ordered to be printed in the Recorp,
as follows:

TaAxes AND EconomIic GROWTH

Walter Lippmann’s column of March 8
shows his unerring ability to arrive at a
sound position on the most complex prob-

lems, when he has had time to sift competing
views,
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He points out that an annual overall eco-
nomic growth rate of about 5 percent would
enable us (a) to meet our domestic and in-
ternational public needs in full, and (b) to
maintain an average annual rise in per
capita private consumption much higher
than during recent years.

This should help to dispel the dangerous
confusion, spawned even by some of our best-
known economists, to the effect that ade-
quate public programs depend upon meas=
ures to repress the affluence of private con-
sumption.

In addition to its economic indefensibility,
the idea that we should achieve more ade-
quate public programs by less affluent pri-
vate consumption is highly antisoclal despite
its moral fervor. If some of those who be-
moean private afluence and public poverty
visited the public schoolrooms in our 10
largest citles, and then visited the homres of
the children in these schools, and of their
grandparents on pensions, they would find
a mass of private poverty quite as shocking,
far more degrading, and just as great a social
and economic liability to the Nation as the
overcrowded classrooms and underpaid
teachers. If they visited our rural areas, they
would learn still more about private poverty.

To be sure, there is some glaring private
luxury (not just affluence) among some of
those whose children do not go to public
schools. This calls for an improved distribu-
tion of private goods, through better private
and public economic policies, including tax
revision and closing of loopholes, But perish
the proposal made very recently by a leading
economist in the Saturday Evening Post, to
the effect that States and localities should
support expanded educational efforts through
more sales taxes or payroll taxes of a regres-
slve character.

In an underdeveloped economy, where 95
percent of the people are poor, consumption
must be harshly repressed to obtain a rapid
enough rate of capital formation. But the
more affluent a society becomes, the less
reason there is for such taxes. Viewing the
technological outlook in the United States,
requiring vast expansion of both private and
public consumption, such taxes would be ut-
terly perverse.

In fact, the projections used by Mr. Lipp-
mann really show that current tax rates
plus appropriate revisions would finance all
the public programs he favors, if the overall
rate of economic growth were held high
enough to maintain reasonably full use of
our production resources. In that event,
lifting public spending from 20 to 22 per-
cent of our total national product would
permit balanced budgets without higher tax
rates because, under our progressive tax sys-
tems, a high rate of economic growth auto-
matically yields much higher tax receipts
per dollar of private income taxed.

And if, even with an adequate level of
public outlays, the overall rate of economic
growth were still too low, because of inade-
quate private consumption and investment,
higher tax rates would just make the whole
situation worse. The budget should be bal-
anced at reasonably full use of our resources;
the attempt to balance it through any com-
bination of spending and tax policies short
of that full use has been proved self-defeat-
ing on all scores.

The tendency of some economists to try to
solve one of our great problems by neglect-
ing the others, instead of seeking a balanced
and integrated approach to these problems
as a whole, is doubly costly to us in view of
the Soviet capacity to achieve this integra-
tion,

Leon H. KEYSERLING.

THE TRAGEDY AT SHARPEVILLE

Mr. JAVITS. Mr. President, I invite
attention to a tragedy which has oc-
curred, which should appall all Members
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of the Senate. I think the whole world
must be sickened at heart and struck
with horror at what took place yesterday
at Sharpeville in the Union of South
Africa, where many people—and they are
human beings, whatever may be the color
of their skins—were shot down, not only
by police action, but by military action,
because there was a very large scale riot.

Whatever may be the problems in-
volved, certainly, as the New York Times
says today, this is one of the evil fruits
of the policy of apartheid. The Times
asks this question—and I echo it; I think
it echoes itself to the whole world:

But how often can this be done? Does it
really settle anything? Do the South Afri-
cans think that the rest of the world will
ignore such a massacre?

I do not believe the rest of the world
will. Perhaps it requires a horror like
the slaughter at Sharpeville to bring
home to the white South Africans them-
selves the evil which the policy of
apartheid represents.

We are debating a civil rights bill.
Some of us occasionally become a little
warm over the subject. We often should,
and I think very properly. It has been
mentioned much too infrequently, but
there is a great world issue involved.
The colored races of the world will not
accept a second-place status. They are
stirred, and if we do not give them an
outlet, they may very well embrace the
Communist doctrines.

Two-thirds of the population of the
world consists of persons whose skins are
black or yellow. We must realize what is
at stake in asserting the morality and
validity of our own Constitution in the
United States.

I am not becoming emotional over the
subject, but that does not mean that we
should not be decisive about it, or that
we should not understand, as statesmen
and legislators, the important world is-
sue which hangs in the balance as we
discuss the ecivil rights issue, so hor-
ribly accentuated by what took place at
Sharpeville,

It is significant that the New York
Times has placed immediately above the
editorial entitled “The Tragedy at
Sharpeville,” an editorial entitled “How
Many Civil Rights?”

Let us all think about the problem, re-
gardless of what part of the country we
come from, and regardless of how deep
our views may be on the issue of the dif-
ference between races.

I say to my colleagues from the South
that we are Americans first, but all of
us want peace and justice in the world.
I ask unanimous consent that both edi-
torials may be printed in the REcorp
at this point as a part of my remarks.

There being no objection, the edito-
rials were ordered to be printed in the
RECORD, as follows:

[From the New York Times, Mar. 22, 1960]
How Many Civif RIGHTS?

The House of Representatives is expected
to proceed today with its consideration of
a civil rights bill. The expression “civil
rights” has a fairly precise meaning this
year. It signifies the right of the Negro Iin
several Southern States to be treated as the
Constitution directs.

The Senate has been dealing with this
matter on and off since February 156. The
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House got around to it later and, despite
some sluggishness, will supposedly produce
a kind of bill in a week or so. The House
bill will not be a fanatically liberal measure.
Last Friday a southern effort to restrict Ne-
gro voting guarantees to Federal elections
was defeated by the appallingly close major-
ity of 137 to 134. Yesterday a similar move
was more emphatically rejected. It stands
to reason that a voter who takes part only
in Federal elections will not be an object
of great political solicitude on the part of
local officials.

It scarcely matters what it is that keeps
men from voting. If, as has been reported in
this newspaper, Negroes in some parts of
the South are so intimidated that they dare
not even try to register, the eflect is the
same as though the law said they could not
register. Nevertheless, it would be a for-
ward step if there were federally directed
machinery which could assist qualified Ne-
groes to register and vote if local machinery
could not or would not do this.

The civil rights bill has been sufficlently
diluted. Some of the hopes held for it are
already destroyed. A minority of a minority
has already frustrated to some extent the will
of Congress and we may safely assume the
desires of most of our population. The blame
is not purely southern nor purely Demo-
cratic.

The tricks that have been played with this
issue have been almost too clever. If the
bill that is finally passed and sent to the
‘White House, as some bill surely will be, is
altogether too feeble and misleading, it will
be important to determine the blame, There
will be time to do this before November.

THE TRAGEDY AT SHARPEVILLE

The evil policy of apartheid—the separa-
tion of blacks from whites in South Africa—
cannot help bearing evil fruits. There is a
sense of tragedy hanging over that country.
Yesterday saw the horror of dozens of
Africans being mowed down and Kkilled by
rifles and machine guns as the result of a
protest against one phase of apartheid—the
requirement for nonwhites to possess and
show a pass.

South Africans are wrong to think that
nobody in the world understands the com-
plexity and delicacy of their color problem.
Along with the injustice of apartheid, there
has gone a genuine effort to better the lot
of the African, and this is realized. No one
thinks that South Africans are wicked men
in the sense that they would deliberately
plan, or feel anything but distress over, an
incident that brings such appalling results.

However, the fact remains that a policy
which degrades the great majority of the
people of a nation is certain to lead to trag-
edy. True enough, the South African au-
thorities can suppress a mob such as the one
that gathered in Sharpeville, 30 miles south
of Johannesburg, The African men and
women were armed—those who were armed—
with stones. The police used tear gas and
then rifies, machine guns, tanks, and jet
fighters. It was easy to kill nearly 50 men
and women and to wound scores more.

But how often can this be done? Does it
really settle anything? Do the South Afri-
cans think that the rest of the world will
ignore such a massacre? Perhaps it takes a
horror like that slaughter at Sharpeville to
bring home to the white South Africans
themselves the evil that the policy of apar-
theid represents.

“WHICH PAGE OF THE WASHING-
TON STAR DO YOU READ?”

Mr. MONRONEY. Mr. President, I
was astounded to read two interesting
items in the Evening Sfar of Saturday,
March 19, dealing with the same sub-
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ject. The editorial writer heads his
editorial “An Industry Speaks Up.” In
the editorial he writes:

The National Association of Home Build-
ers, representing a membership of approxi-
mately 43,000, has announced its vigorous
support of legislation approved late last
month by the House Ways and Means Com-
mittee.

He goes on fo say:

The association, closing ranks with others
that are dominant and representative in the
related building and mortgage fields, de-
scribes the legislation as '"a sincere, well
considered bipartisan effort” and urges con-
gressional enactment “at the earliest possible
date.”

Then I turned to the real estate page
of the same paper on the same day and
found an article written by the real-
estate editor of the Washington Star,
Mr. Robert J. Lewis. He headed his
article “Tight Money Versus Homes.”
The subhead reads “Deflationary Impact
Hits Housing.”

The three points he makes are that the
administration’s tight money policy is,
first, having a severely adverse effect on
the rate of home production; second,
imposing an implicit downward pressure
on the value of existing homes; third,
making it impossible for many thousands
of families to buy homes which they
need.

Further down in his column he says:

The report—

This refers to a report made by the
House Banking Committee—

The report has some harsh words to say
about the tight money policy, as it has
affected home production, interest rates, and
finaneing methods.

It charges that the shortage of mortgage
credit “has caused a costly upward spiral of
interest rates, unconscionable discounts on
FHA and VA mortgages, increased use of un-
sound and costly financing devices in the
conventional loan sector, and a serious de-
cline in home building.

Mr. President, I ask unanimous con-
sent to have both of these items printed
in the REecorp at this point.

There being no objection, the editorial
and article were ordered to be printed
in the REcorp, as follows:

[From the Washington Star, Mar. 19, 1960]
AN INDUSTRY SPEARS UpP

The Treasury Department has received a
potentially powerful assist from the home-
building industry in its fight to relax the
4.25 percent statutory interest rate celling on
long-term Government financing. The Na-
tional Association of Home Bullders, repre-
senting a membership of approximately
43,000, has announced its vigorous support
of legislation approved late last month by
the House Ways and Means Committee. The
association, closing ranks with others that
are dominant and representative in the re-
lated building and mortgage flelds, describes
the legislation as “a sincere, well-considered
bipartisan effort” and urges congressional
enactment at the earliest possible date.

In brief, the bill as approved by the com-
mittee would help in two respects to free
the Treasury from being confined to costly
and inflationary short-term (less than b5~
year) financing of the gigantic public debt.
It would, for example, permit the yearly
marketing of long-term securities, without
any arbitrary interest ceiling, up to a total
face value of 2 percent of the debt. Cur-
rently, this would make salable to long-term
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investors about $5.8 billion in Treasury
bonds. It would also allow the Treasury to
exchange on a face-value basis new bonds
of longer maturities and higher interest
rates, up to 4.25 percent, for outstanding se-
curities bearing lower interest rates and
currently selling below their face value.

In taking its present position, the assocla-
tion presents a sound and persuasive case
both for the overall national interest and
for the special interest of its own industry.
It accepts, for example, the argument and
the evidence that even “limited adjustments”
in the 42-year-old ceiling would give the
Treasury more flexibility in managing the
public debt, would on the whole permit
greater economy in interest charges to the
Government, would lessen the competition
of Government financing with certain areas
of private credit, and would cut down the
inflationary effects of public borrowing. For
the related building and mortgage industries,
it acknowledges that locking the Treasury
into short-term financing actually forces in-
terest rates higher (to 5 percent or above)
with the net effect of “draining money” out
of savings banks and other institutions which
normally supply mortgage credit. Defeat of
the pending legislation, the association con-
cludes, “could well mean tighter mortgage
money and higher money rates.”

The association’s reasoning is logical and
accurate. It recognizes, too, that this is an
issue that has been ambushed in partisan
politics. The health and welfare of the
homebulilding industry have broad impact on
the national economy. It should be helpful
that its trade association, its principal
mouthpiece, is supporting the Treasury on
a problem that should be resolved entirely
outside of narrow partisan considerations.

[From the Washington Star, Mar. 19, 1960]

TiGET MONEY VERSUS HOMES—DEFLATIONARY
InpPacT HITs HOUSING

(By Robert J. Lewis)

Whatever merits the administration’s
tight-money policy may have, there is no
denial that this policy is—

1. Having a severely adverse effect on the
rate of home production.

2. Imposing an implicit downward pressure
on the value of existing homes.

8. Making it impossible for many thou-
sands of families to buy homes that they
need.

FAR BELOW YEAR AGO

Ever since October, there has been a
month-to-month decline below year-ago
levels in the seasonally adjusted rate of
homes put under construction for private
ownership.

The 5-month record of decline from the
corresponding months of the previous year
appears to be serlous. Each month's drop
in the number of homes started is as follows:

October, AN 123, 000
November._ -- 217,000
December. . ' 122, 000
January. 154, 000
February. 288, 000

If the rate of decline continues—and there
is little to indicate, at the moment, that a
reversal of the tight-money policy is con-
templated—yearly production may soon dip
to recession levels, observers believe.

PRESSURE EFFECTIVE

In any deflationary period, the value of
things declines in relation to the dollar, and
homes are no exception. While it would be
difficult to measure the exact effect, so far,
upon existing homes, there is no question
that the downward pressure does exist and
that it is effective, even though not upon all
homes equally.

As for hampering sales of new and existing
homes, there is ample evidence everywhere
that the administration’s tight-money policy
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has completely removed from the market a
slzable group of prospective buyers.

Application of restrictive credit pollcies by
the Federal Reserve Board has pushed mort-
gage Interest rates to their highest level
gince the 1920's. In this economic climate,
lenders have become selective. The result
is that many families needing homes have
discovered that the income they have is now
insufficlent to qualify them for homes for
which they easily would have been eligible
before the latest episode transpired in the
administration’s long-term, tight-money
program.

REPORT FAVORABLE

With this background of evidence of a
rapidly declining home-production rate, of
downward pressure on the value of existing
homes, and of neutralization of a sizable
part of the potential demand, the House

Committee’s favorable report this
week of the emergency homeownership bill
came as a welcome event for homebullders.

The bill would provide an additional $1
billion in mortgage purchase authorization
for the Federal National Mortgage Associa=-
tion, and make other changes designed to
support housing productlon.

Among changes are provisions
would—

1. Allow FHA to Insure home loans made
by individuals, as well as by institutional
lenders.

2. Permit FHA to reduce its mortgage in-
surance premium from one-half of 1 percent
to one-quarter of 1 percent.

8. Authorize FNMA to aid in stabilization
of the mortgage market and thus exclude as
& requirement that the agency lower the
prices of the mortgages it sells to keep them
within the range of market prices.

4. Require FNMA to buy any FHA or VA
mortgage offered to it, with certain excep-
tions, and to desist from refusing to buy on
the basis that certaln mortgages would not
be marketable.

NO MORE EXCHANGES

5. Require FNMA to sell mortgages only
for cash and at prices not less than FNMA
originally paid. This would, as one of its
effects, prevent repetition of the agency’s
action in exchanging mortgages for out-
standing Government bonds.

6. Require anyone selling a mortgage to
FNMA to buy only 1 percent of the agency’s
stock, instead of 2 percent as at present.

7. Authorize FNMA to purchase $50 million
in mortgages on new low-cost homes in out-
lying areas as a means of encouraging such
construction.

8. Make changes designed to encourage
construction of off-base defense housing, al-
low acquisition of housing at permanent
military installations, and supply needed
houging for certain employees of the National
Aeronautics and Space Administration.

The report has some harsh words to say
about the tight-money policy, as it has af-
fected home production, interest rates, and
financing methods.

POLICY HELD BALEKED

It charges that the shortage of mortgage
credit “has caused a costly upward epiral
of interest rates, unconscionable discounts
on FHA and VA mortgages, increased use of
unsound and costly financing devices in the
conventional loan sector, and a serious de-
cline in homebuilding.”

The report continues: .

“This has frustrated our national policy
of improving housing conditions and en-
couraging homeownership on a sound basis.
Moreover, the drop in residential construc-
tion which has taken place over the past
year has resulted in a loss of more than half
a million jobs.

“The experience of the 1957-58 recession

that a downtrend in home bullding
activity, if allowed to continue unchecked,
can undermine the entire economy.”

that
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The report, which was submitted by Chair=-
man SPENCE, was based on hearings held by
the Housing Subcommittee headed by Chair-
man Rains, who introduced the bill.

The report made clear the committee was
“convinced that the dropoff in new home
construction, in the face of strong demand
for housing, is the direct result of the restric-
tive monetary policles pursued by the mone-
tary and fiscal authorities.”

“The hearings held on this bill established
conclusively that this tight-money policy has
a particularly severe impact on residential
construction,” it sald.

Referring to the present status of mort-
gage loan avallability, the committee termed
it *“an artificlally created credit shortage.”
The decline in homes put under construc-
tion, the report said, “could well” fall to a
“dangerously low" level soon.

PROPOSED POSTAL LETTER RATE
INCREASE—BLOW TO TAXPAYERS

Mr. YOUNG of Ohio. Mr. President,
a careful examination of President Eis-
enhower’s request for increased letter
postal rates once again demonstrates the
topsy-turvy economic philosophy of this
administration.

The President proposes that first-class
rates be raised from 4 to 5 cents for let-
ters and from 3 to 4 cents for post cards,
while airmail rates be increased from 7
to 8 cents for letters and from 5 to 6
cents for post cards.

The latest available figures furnished
by the Post Office Department to the
chairman of the Joint Economic Com-
mittee, the distinguished senior Senator
from Illinois, show an annual surplus in
fiscal year 1959 of more than $156 mil-
lion for first-class mail and airmail. In
spite of this fact, the administration’s
proposal would produce an additional
$427 million a year in these classes which
are already more than paying their way.

The entire net deficit of $569 million
of the Post Office Department for fiscal
1959 was caused by the $726 million
deficit in the remaining classes of mail,
which for the most part are comprised
of newspapers, magazines, and business
madterials.

The current administration request
would result in only $127 million in in-
creased revenue in these latter classes.
There would still remain a deficit of
approximately half a billion dollars in
second, third, fourth, and other classes
of mail.

For example, in fiscal 1959 the largest
class deficit of $303 million was in sec-
ond-class rates, which are for news-
papers and magazines. The proposed
rate increase would yield only $46 mil-
lion in additional revenue from this
class, still leaving a deficit of around a
guarter of a billion dollars.

Mr. President, these figures show that
the huge deficit in the Post Office De-
partment is caused primarily by a virtual
Government subsidy amounting to al-
most three-quarters of a billion dollars
for newspapers, magazines, and business
groups.

What the President’s request boils
down to is that Mr. and Mrs. Average
American Taxpayer, who are presently
paying their own way, be required to pay
more for postal services in order that
Epis es&:baidy for big business can be con-

inued.
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Mr. President, the postal service was
never designed to be a moneymaking
business. It is a vital service given to
the taxpayers by their Government in
return for their tax dollars along with
highways, schools, defense, and a multi-
tude of other services. No American
resents a small amount for this service
in addition to their tax dollars. They
do not object to a reasonable annual
deficit which is in reality a return on
their tax investment. This is a proper
service of Government.

However, taxpayers will resenf, and
those who are aware of it do now resent,
paying more for postal services in order
to make up the deficit caused by select
groups in the economy.

If the annual loss in operating the
postal service has become unreasonable,
the burden of lowering it should be put
on the shoulders of those who caused it.
It should not be foisted onto the already
tax-laden back of the American wage
earner,

It is an odd fact that while the ad-
ministration advocates increased postal
rates from the average American to pay
for the deficit caused by a few, it con-
tinually opposes any really adequate
legislation designed to benefit all Amer=
icans—adequate housing, adequate
school aid, adequate water pollution con-
trol, aid to depressed areas, new public
works projects, and much other vitally
needed legislation, which the adminis-
tration has opposed right along.

At the same time administration of-
ficials urging higher postal rates for Mr.
and Mrs. John Q. Public are imploring
the Congress to raise the interest-rate
ceiling on long-term Government bonds,
While I do not question the motives of
the administration in doing so, very few
Americans other than bankers and
wealthy investors will benefit from this
latter proposal. Apart from making
some wealthy Americans wealthier, it
will saddle future generations of all
Americans with a larger interest obliga-
tion on the national debt.

The Post Office Department has spent
tremendous sums of money on electronic
devices in many post offices throughout
the country. Whether this is, to some
degree, an extravagant and unwar-
ranted expenditure, I am not able to say.
However, information given me indi-
cates that much of this electronie
equipment is used only at peak mail
periods—preceeding Christmas, for ex-
ample—and that the equipment gathers
dust most of the time.

Possibly, the Postmaster General
should be questioned closely to de-
termine whether or not he is, in reality,
practicing rigid economy. This should
certainly be done before we increase
first-class mail rates.

Before the Congress should even con-
sider laying the heavy burden of in-
creased letter postage upon the backs of
the citizens of this Nation, we must—
through our investigative process—de-
mand that the Postmaster General con-
vince us the Post Office Department is
practicing rigid economy and has cut
unnecessary spending to the bone.

Mr. President, the proposed postal
rate increase on first-class mail is en-
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tirely unwarranted at this time. If the
deficit is to be reduced, the task of doing
so must be placed on that segment of the
economy which created it.

NEW YORK NEWSPAPER EDITORI-
ALS OPPOSE HAMSTRINGING OF
NEW YORK PORT AUTHORITY

Mr. KEATING. Mr. President, a re-
cently introduced House resolution
which would interpose the control and
supervision of Congress between the
two States of New York and New Jersey
and the port authority has evoked con-
siderable interest among New Yorkers.
Although a few have responded with de-
clared positions, pro and con, the great
majority have written in to inquire into
the need for and reason behind this
resolution.

So far as I am concerned, this pro-
posal is simply a revival of attacks on
the port of New York Authority first
made almost 10 years ago. During a
previous investigation of this author-
ity along the same line in 1952, Gov-
ernor Dewey, of New York, and Gov-
ernor Driscoll, of New Jersey, were
joined by every then-living former
Governor of the two States in opposition
to the proposal that the Congress of the
United States, rather than the two
States themselves, should control the
port authority’s activities in developing
their common port facilities.

The metropolitan press, in almost uni-
vocal accord, dismissed the 1952 com-=-
mittee hearings as an irresponsible waste
of time. As a creature of the two States,
subject to the veto power of the New
York and New Jersey Governors and de-
pendent upon the two legislatures for
all its powers, the port authority is, of
course, always liable to, and I am sure
ready for, responsible investigation. I
feel strongly, however, that a repetition
of the 1952 performance for no apparent
reason would be a frightful disservice
to the people of New York and New
Jersey.

The New York Times, the New York
Herald Tribune, and the New York Daily
News all carry editorials today condemn-
ing the House resolution as an attack
upon the authority. I know that these
editorials will be of interest to many
Senators, and I ask unanimous consent
that they be printed at this point in the
RECORD.

There being no objection, the editori-
als were ordered to be printed in the»
REecorp as follows:

[From the New York Times, Mar. 22, 1960]
PorT AUTHORITY HOME RULE

In 1921 the States of New York and New
Jersey established by compact the Port of
New York Authority, and this compact was
consented to by Congress. It is not neces-
sary here to recite the great benefits that
have followed. Now the House Judiciary
Committee is about to consider a resolution
by Representative EMANUEL CELLER, of New
York, that would replace the original broad
grant of autonomy given to the authority,
and especially to the two States, with a grant
to Congress of dictation and veto. This res-
olution says: “All legislation hereafter
enacted by the compacting States amending
or supplementing this compact shall not be=
come effective until approved by Congress.”
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What are the politicians out to punish the
port authority for? Businesslike efficiency?
Meeting the needs, as requested, of citles and
the two States? Meeting, and preparing to
meet, the challenge of their age? Can
Representative CeELLER, or any other Con=-
gressman, point to a single instance of major
activity by the port authority in New York
or New Jersey that should now be reversed
or should not have been undertaken at the
time? BShould New York International Air-
port not have been developed, La Guardia
and Newark fields not have been improved?
Should the Lincoln Tunnel never have been
built? Should other crossings of the Hud-
son have been vetoed?

Does Congress want to have the veto power
over modernization of piers in Brooklyn, or
Newark, or Hoboken, over every new under-
taking, every bridge, every tunnel, every bus
terminal to be built? Or does it feel that
these matters of local interest, not infringing
on the larger authority of Congress or the
Federal Government, may safely remain
within the jurisdiction of localities and the
States?

Before the port authority ean proceed with
any major mew project it must have the
approval of the Legislatures of New York and
New Jersey. The minutes of its board meet-
ings must have the periodic approval of the
Governors of the two States. If Congress
wants to undo the good it gave its blessing
to, and make the port authority and the
States of New York and New Jersey run
down to Washington and plead for permis-
sion and a new law every time a nail needs
to be driven, the Celler resolution is the way
to start moving in that direction. The bill
should be thrown out.

[From the New York Herald Tribune, Mar, 22,
1960]
Nor THE BUSINESS OF CONGRESS

Congressman EMANUEL CELLER, of Brooklyn,
would like to put the Port of New York
Authority in short pants.

That's the plain purpose of his House
Joint Resolution 615, which would require
congressional approval every time that New
York and New Jersey desired the bi-State
authority to build a new bridge, tunnel, bus
terminal or any other necessary facility for
the development of port commerce and
transportation under the 1921 compact.

Now Mr. CeLrErR is frequently given to
charging that the port authority is a super-
state, too blg and beyond effective control.
Well, certainly the agency has done a superb
job in what it was organized to do. It is big
because the necessities are big. But, as Mr.
CELLER very well knows, the port authority
is a ereation of the two States and its activi-
ties are directly subject to the legislatures
and Governors.

Congress, of course, assented to this
regional compact in the beginning, and con-
ceivably it could examine the authority’s
workings if any reasonable need developed.
But this is first of all the States’ business,
and besides what is there to investigate?

‘When Mr. CELLER seeks congressional re-
view of every port authority proposal, and
for good measure threatens an investigation
of the whole agency, he is simply wandering
off into foolishness.

There is no need for Congress to interfere.

New York and New Jersey have managed
extremely well for themselves, and will con-
tinue to do so. The control of the port
authority is properly a home-front affair.

[From the New York Daily News, Mar. 23,
1960]
How To WaASTE TIME
Ever since 1952, and for reasons best known
to himself, Representative EMANUEL CELLER,
Democrat, of Brooklyn, has been nursing an
elephant-size peeve at the Port of New York
Authority. This is the efficient, honest, and
well-nigh indispensable outfit which runs
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New York’s and New Jersey’s great complex
of piers, tunnels, bridges, airports, ete.

Back in 1952, CELrER and a few congres-
slonal cronies shrieked that PNYA was a
wicked trust, which would be greatly im-
proved, however, if Congress were given some
kind of veto power over the New York-New
Jersey trade treaty, signed in 1921.

Then Governor, Thomas E. Dewey, slapped
that idea down as plain “mischievous.”

Today, in the House Judiciary Committee
which he heads, Manny proposes to try again,
He has concocted a Joint Resolution 615,
and wants to sell it to Congress. It, again,
would give the lawmakers of our 50 States
the right to meddle in highly important
matters which concern only two States.

The inevitable result of such heckling, of
course, would be that competing, one-State
ports like those of Baltimore, New Orleans,
Boston, Philadelphia, Houston, and San
Francisco would remain free to make efficient
declsions in their own interest. Omnly our
New York-New Jersey facilities would be
hogtied by inability to move without national
lawmakers’ OK.

What team is our alleged Representative
CeLLER playing on, anyway? And why, with
hundreds of truly important issues to con-
sider, should our harried lawmakers be
forced to waste time on what seems to be a
private, dreary feud?

Mr. JAVITS. Mr. President, will my
colleague yield?

n;n-. KEATING. I am very happy to
yield.

Mr. JAVITS. I should like to join
with my colleague in this matter. We
had occasion to discuss it at a breakfast
given by the port authority the other
day. I think we shall undertake to
marshal the achievements of the port
authority as a very, very important as-
pect of this particular proceeding.

If I were to make a prediction, I say
to my colleague, I think that at the end
of the proceeding, if it is really gone
through with, the port authority will
come out stronger than when it went in.

Mr. KEEATING. I am certain that
that is so. I appreciate the remarks of
my colleague from New York.

ABOLISHMENT OF MANDATORY
DEATH PENALTY IN THE DIS-
TRICT OF COLUMBIA

Mr. KEATING. Mr. President, I am
delighted at reports that the Subcom-
mittee on the Judiciary of the Commit-
tee on the District of Columbia is plan-
ning early action on a bill—S. 2083—
which I introduced to abolish mandatory
capital punishment in the District of Co-
lumbia. This is a reform in the local
law which is long overdue and which
should have the support of anyone in-
terested in advancing our concepts of
justice.

S. 2083 by its terms preserves the death
penalty for first degree murder cases un-
less the jury recommends life imprison-
ment and the court concurs in the rec-
ommendation. This procedure for al-
lowing the exercise of discretion is pat-
terned after the New York homicide law.
The Judicial Conference has recom-
mended a somewhat different provision
under which they prescribe the punish-
ment for murder in the first degree as
life imprisonment unless the jury, by a
separate vote, recommended the death
penalty and the court concurred,
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I want to make it clear that I fully ac-
cept the alternative recommendations of
the Judicial Conference and would have
no objection whatever to an amendment
to S. 2083 which would bring it into con-
formity with these recommendations.

The important thing is to do away with
the barbaric practice in the District of
Columbia which prevents any room for
the exercise of discretion in predefined
cases. The particular formula by which
this reform is accomplished is of second-
ary consideration.

This point is made clear in a letter I
have received from Aubrey Gasque,
Esq., Assistant Director of the Admin-
istrative Office of the U.S. Courts. He
points out in his letter to me:

The principal objective of this proposed
legislation (the Judicial Conference bill), it
must be emphasized, is identleal with 8.
2083 which you introduced, and ailms to
eliminate the mandatory feature of the death
penalty now prescribed in all first degree
murder cases in the District of Columbia,
in favor of a discretion to impose either a
death penalty or life imprisonment in such
cases.

Mr. Gasque's letter further points out
that the proposal approved by the Judi-
cial Conference was believed to be more
satisfactory in that “it would require a
jury recommendation of the death pen-
alty when that penalty is imposed in fu-
ture cases.”

I commend the chairman of the Dis-
triet of Columbia subcommittee, the dis-
tinguished Senator from Indiana [Mr.
HarTke] for the cooperation and leader-
ship which he has demonstrated in deal-
ing with this problem.

Mr. President, I ask unanimous con-
sent that Mr. Gasque’s letter, a report of
the Circuit Judicial Conference Commit-
tee on the Abolition of Mandatory Capi-
tal Punishment in the District of Colum-
bia, and a report of the Committee on
Administration of Criminal Law in the
U.S. Judieial Conference, which includes
their draft bill, be printed at this point in
the RECORD.

There being no objection, the letter and
reports were ordered to be printed in the
REcorD, as follows:

ADMINISTRATIVE OFFICE OF THE
U.8. Courts,
Washington, D.C., March 21, 1960,
Hon. EENNETH B. KEATING,
U.S. Senate,
Washington, D.C.

DEeAR SENATOR KEATING: This is In response
to your request for a copy of the draft
bill recently approved by the Judicial Con=-
ference.

We are delivering for your use coples of
that draft bill prepared by a committee of
the local clircult judicial conference.

The principal objective of this proposed
legislation, it must be emphasized, is identi-
cal with S. 2038, which you introduced, and
aims to eliminate the mandatory feature
of the death penalty now prescribed in all
first degree murder cases in the District of
Columbia, in favor of a discretion to impose
either the death penalty or life imprison-
ment in such cases.

The proposal approved by the Judicial
Conference is, for the most part, & more
recent draft and embodies certain changes
which, it was believed, would be more satis-
factory in that it would require a jury recom=
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mendation of the death penalty when that
penalty i1s imposed in future cases.

Your efforts in Instituting a movement to
eliminate the mandatory feature of the pres-
ent District of Columbia death penalty will,
it is widely believed, have a salutary effect
on the future administration of justice in
the District of Columbia. Your past and
continuing leadership in this and other
areas of judicial reform is greatly appreci-
ated by all who must administer justice here
and elsewhere.

Sincerely yours,
AUBREY CGASQUE,
Assistant Director.
REPORT OF THE CIRCUIT JUDICIAL CONFERENCE

COMMITTEE ON THE ABOLITION OF MANDA-

ToRY CAPITAL PUNISHMENT IN THE DISTRICT

oF COLUMBIA

Since the recess of the Judiclal Conference
for the District of Columbia Circuit on May
22, 1958, the Committee on the Abolition of
Mandatory Capital Punishment in the Dis-
trict of Columbia has met and given further
study to questions recommended for further
consideration, as follows:

(a) In whom to lodge the discretion to
impose the penalty of death or of life im-
prisonment.

(b) The procedure for exercising such
discretion.

By a vote of 20 to 3, the committee has
concluded to recommend to the Conference
at its reconvened session on November 24,
1959, the adoption of the attached resolu-
tion. The attention of the Conference is
invited to the “Notes to Accompany Resolu-
tion,” also attached.

Dated: November 16, 19590.

Harry T. Alexander, H. Clifford Allder,
George Blow, David G. Bress, Willlam
B. Bryant, Edward L. Carey, E. Riley
Casey, Harold D. Cohen, Paul R. Dean,
F. Joseph Donohue, Abe Fortas, Oliver
Gasch, June L. Green, George E. O.
Hayes, Francis W. Hill, DeWitt 8. Hyde,
John L, Laskey, Willlam P, Mac~
Cracken, Bernard Margolius, Louis
Mayo, James P, McGranery, Hubert
B, Pair, E. Barrett Prettyman, Jr.,
Una Rita Quenstedt, C. Frank
Reifsnyder, Roger Robb, Leo A. Rover,
Doris G. Wilkins, Charles B. Murray,
Chalirman.

REesorvTioN To BE SUBMITTED TO THE JUDICIAL
CONFERENCE OF THE DisTRICT OF COLUMBIA
Cimrcurr, NOVEMBER 24, 1959

The Circult Judicial Conference Commit-
tee on Abolition of Mandatory Capital Pun-
ishment in the District of Columbia recom-
mends that the Conference adopt the follow-
ing resolution:

“Resolved by the Judicial Conference of the
Distriet of Columbia Circuit, That the Con-
gress be urged to amend and supplement
existing legislation in regard to the punish-
ment for murder in the first degree in the
Distriet of Columbia in the following
respects:

“(a) That the present provision (22-2404
District of Columbia Code) that ‘The pun-
ishment of murder in the first degree shall
be death by electrocution' be repealed.

“(b) That the punishment for murder in
the first degree shall be imprisonment for
life unless the jury by unanimous agree-
ment shall add to its verdict of guilty a
recommendation in the words ‘with the death
penalty,’ and that in the latter event:

“1. The court may sentence the defendant
to death by electrocution; or the court in its
discretion may sentence the defendant to
imprisonment for life, the jury’s recom-
mendation notwithstanding.

*“2. Before imposing sentence, the court
shall conduct such proceedings as may be
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provided by rule of court for the ascertain-
ing and considering of all facts and circum-
stances relevant to the question of punish-
ment; and be it further

“Resolved, That coples of this resolution
be transmitted to the Judicial Conference
of the United States and to the appropriate
committees of the Congress.”

NoTteEs To ACCOMPANY RESOLUTION

1. The proposed legislation is in form like
title 18, United States Code, section 1111,
which is the statute of general Federal appli-
cation, but differs in substance as follows:

(a) The proposed legislation would au-
thorize the death sentence only if the jury
recommend it; the general Federal statute
compels the death sentence unless the jury
recommend against it,

(b) Even if the jury recommend death, the
court may reduce the punishment to life
imprisonment.

2. The committee considered and rejected
the proposition that a separate presentence
hearing be conducted by the court with or
without a jury. As a result, the death pen-
alty can be recommended only on the basis
of the evidence received at the trial—as in
the case of rape under existing procedure.
However, in determining whether or not to
impose life imprisonment notwithstanding
the jury's recommendation that the penalty
be death, the court would have before it all
the facts and circumstances relevant to pun=-
ishment, as in other cases.

3. Legislation which would glve the court
authority to override the jury’s recommenda-
tion of death in murder cases would create
an inequality in comparison with the pres-
ent rape statute, where no such power is
glven, However, this committee’s jurisdic-
tion is limited to the murder statute, which
is the only one providing mandatory capital
punishment.

“RESOLUTION OF THE JUDICIAL CONFERENCE OF
THE DISTRICT OF COLUMBIA CIRCUIT

“Be it resolved by the Judicial Conference
of the District of Columbia Circuit, That
mandatory capital punishment should be
abolished in the District of Columbia.”

Adopted: May 22, 1959.

A true copy.

Teste:

JosEPH W. STEWART,
Secretary of the Judieciary Conference
of the District of Columbia Circuit,
“RESOLUTION OF THE JUDICIAL CONFERENCE OF
THE DIsTRICT OF COLUMBIA CIRCUIT

*“Resolved by the Judicial Conference of
the District of Columbia Circuit, That the
Congress be urged to amend and supplement
existing legislation in regard to the punish-
ment for murder in the first degree in the
Distriet of Columbia in the following re-
spects:

“(a) That the present provision (§ 22-2404,
District of Columbia Code) that ‘The pun-

‘ishment of murder in the first degree shall

be death by electrocution’ be repealed.

“(b) That the punishment for murder in
the first degree shall be imprisonment for life
unless the jury by unanimous agreement
shall add to its verdict of guilty a recom-
mendation in the words ‘with the death
penalty,’ and that in the latter event:

“1. The court may sentence the defendant
to death by electrocution; or the court in its
discretion may sentence the defendant to im-
prisonment for life, the jury's recommenda-
tion notwithstanding.

“2. Before imposing sentence, the court
shall conduct such proceedings as may be
provided by rule of court for the ascertaining
and considering of all facts and circum-
stances relevant to the guestion of punish-
ment; and be it further




1960

“Resolved, That copies of this resolution
be transmitted to the Judicial Conference of
the United States and to the appropriate
committees of the Congress.”

Adopted: November 24, 1959,

A true copy.

Teste:

JosepH W. STEWART,
Secretary of the Judiciagl Conference
of the District of Columbia Circuit.
REPORT OF THE COMMITTEE ON ADMINISTRA~
TION OF CRIMINAL LAw, MarcH 1, 1960
To the Chief Justice of the United States,
Chairman, and the Members of the Judi-
cial Conference of the United States:
A meeting of the Committee on the Ad-
ministration of Criminal Law was held on
October 15, 1959, in the chambers of Judge
Eaufman in New York City, attended by
Judges Boldt, Clayton, and Kaufman, and
the committee chairman, Judge Smith. A
subsequent meeting of the full committee
was held on January 14, 1960, in the Admin-
istrative Office of United States Courts, Wash-
ington, D.C., attended by Judges Bazelon,
Boldt, Burke, Clayton, and EKaufman, and
the committee chairman, Judge Smith. The
committee secretary, Mr. Carl H. Imlay of
the Administrative Office, attended both
sessions.
The committee submits
report:
L]

the {following

2. ABOLISHMENT OF MANDATORY CAPITAL PUN-
ISHMENT UNDER THE DISTRICT OF COLUMBIA
MURDER STATUTE
There was referred to the committee for

consideration S. 2083, 86th Congress (a bill

to abolish the mandatory capital punish-
ment provision of the District of Columbia
murder statute), and a draft bill submitted

by U.S. Attorney Oliver Gasch. 5. 2083

would amend the murder section of the Dis-

trict of Columbia Code to provide:

“Sec. 801. PuNisEMENT.—The punishment
of murder in the first degree shall be death
by electrocution unless the jury recommends
life imprisonment. A jury finding a person
guilty of murder in the first degree may, as
a part of its verdict, recommend that the de-
fendant be imprisoned for life. Upon the
recommendation, the court may sentence
the defendant to imprisonment for life. The
punishment of murder in the second degree
ghall be imprisonment for life, or for not
less than 20 years.”

The draft bill submitted by U.S. Attorney
Gasch would amend title 18, United States
Code, section 1111, so as to make it appli-
cable in the District of Columbia. This
draft bill would also make the basic Fed-
eral murder penalty life imprisonment un-
less the jury recommends the death penalty,
in which case the court may give either
sentence.

These matters were considered at the
October 1959 meeting of the committee, par-
ticularly in light of the “Report of the Cir-
cuit Judicial Conference Committee on the
Abolitlon of Mandatory Capital Punishment
in the District of Columbia.” This report
was accompanied by a resolution adopted
by the Judicial Conference of the District of
Columbia Circuit.

At the January 1960 meeting of your com-
mittee S. 2083 was disapproved. The draft
bill submitted by U.S. Attorney Gasch was
also disapproved primarily because it vests
in the appellate court a power to commute
the death sentence, despite a prior provi-
sion in the same subsection leaving the de-
termination of sentence to the trial court
on the recommendation of the jury. A study
reveals that there is no comparable provision
in the existing law, title 18, United States
Code, section 1111,

The resolution of the District of Columbia
Circuit Conference was, however, unani-
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mously approved at the January 1960 meet-
ing and a draft bill prepared by a commit-
tee of the circuit conference to give effect
to that resolution has since been approved
by your committee. A copy of this
bill is attached to this report, and is rec-
ommended for approval by the judiecial
conference.

Drarr BIiLn

Be it enacted by the Senate and House
of Representatives of the United Stiates of
America in Congress assembled, That sec-
tion 801 of the Act entitled “An Act to estab-
lish a code of law for the District of Colum-
bia,” approved March 3, 1901 (31 Stat. 1189,
1321), is amended to read as follows:

Sec. 801, PunisHMENT —The punishment
of murder in the first degree shall be life
imprisonment unless the jury by separate
unanimous vote recommends the death pen-
alty. Upon such recommendation the court
shall conduct such proceedings as may be
provided by rule of court for considering
and ascertaining facts relevant to the ques-
tion of punishment. Following such hear-
ing the court may sentence the defendant to
death by electrocution ar the court may in its
discretion sentence the defendant to im-
prisonment for life notwithstanding the
jury’s recommendation. In the absence of
a jury recommendation the court shall sen-
tence the defendant to life imprisonment.

A person convicted of first degree murder
and upon whom a sentence of life imprison-
ment is Imposed shall not be eligible for
parole until the expiration of 20 years from
the date he commences to serve his sentence
notwithstanding the provisions of section
4202 of title 18, United States Code, and
section 203 of title 24, District of Columbia
Code.

Whoever is guilty of murder in the second
degree shall be imprisoned for life or not
less than 20 years.

Any provision of existing law Inconsistent
with the foregoing is hereby repealed.

CUBAN PRESS FREEDOM
ENDANGERED

Mr. KEATING. Mr. President, the
committee on freedom of the press of
the Inter-American Press Association
recenfly filed a report concluding that,
with only two exceptions, the Spanish
language press of Cuba has *“either
directly or indirectly, physically passed
into the hands of the Government there,
or has become so intimidated thaft it
cannot be considered free.”

The report also points out that:

It has become Increasingly dangerous for
forelgn correspondents to perform their
legitimate journalistic missions in Cuba.

The two Spanish language newspapers
in Cuba still considered free are “Diario
de la Marina” and “Prensa Libre” of
Havana. According to the committee’s
report, both these papers “are being con-
stantly attacked and smeared by Cuban
Government officials and their propa-
ganda machinery as ‘counterrevolu-
tionary."”

These developments in Cuba are very
distressing. A free press is one of the
bulwarks of any democratic system, and
the attempt to subjugate freedom of the
press, by the same token, is one of the
hallmarks of every tyrant.

The committee’s action emphasizes
the awareness of the other nations of
Latin America of the growing loss of
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freedom in Cuba. My heart goes out to
the Cuban people, who have been our
traditional friends and good neighbors,
but who have not been permitted to en-
joy the blessings of liberty.

Cuba’s lack of a free press makes it
virtually impossible for the Cuban peo-
ple to get the facts about what is hap-
pening in their homeland. In view of
these conditions, it is imperative that
the United States embark on a truth
campaign which will bring our side of the
story to Cuba. The announcement that
the Voice of America will beam 1-hour
Spanish-language broadcasts to Cuba
certainly is a good start in this direction,
and I hope that it will be supplemented
by mfre extensive efforts by our Govern-
men

SUSPENSION OF NUCLEAR TESTING

Mr. ANDERSON. Mr. President, at
the Geneva Conference on the Discon-
tinuance of Nuclear Weapons Testing,
the Soviets presented, on March 19, a
proposition they hailed as a great con-
cession which would break the long
deadlock in negotiations. It is, they
claim, a way to handle the fact that
known detection schemes have limited
capability to identify most underground
shots. Yet a brief analysis shows that
the new offer has the appearance of a
phony. It is again an attempt to secure
U.S. agreement binding the United
States against all testing regardless
of whether the agreement can be in-
spected.

It will be remembered that the U.S.
representative at the Geneva Confer-
ence, presented, on February 11, a pro-
posal to take account of the fact that
smaller underground tests are not
detectable. The United States proposed
that there be agreement to end tests
in the atmosphere, in the oceans, in
space up to altitudes where effec-
tive controls can now be agreed, and un-
derground for shots giving a signal above
a threshold value. This approach was
the last of a series of U.S. offers attempt-
ing to broaden the agreement to cover
all testing which could be adequately
monitored. As did earlier U.S. pro-
posals, it recommended that there be a
joint research program to improve to the
extent possible detection methods, and
that the treaty be broadened as detec-
tion capabilities are improved.

And how have the Soviets responded to
this? They have made a great play of
saying that they accept the threshold
figure for the seismic signal. However,
they insist that there must be an agreed
moratorium on all shots less than the
threshold and for a period of several
years. Interesting, too, they still insist
that the number of onsite inspections is
a matter for political decision. It has
been their longstanding approach that
only a very few onsite inspections would
be permitted, regardless of the number
required for adequate control.

Again the United States is asked to
buy a “pig in the poke.” We are asked
to forgo testing and to aceept a totally
inadequate inspection system. We are
asked again to agree to a system based
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largely on trust of the Soviets rather
than real controls. If this latest pro-
posal is representative of Soviet intent
for the 10-power disarmament confer=-
ence now starting, it augures poorly for
the future of disarmament,

As will be remembered, the President
announced on December 29 that further
suspension by the United States on test-
ing would be on a day-to-day basis. I
commented publicly at the time that I
believed that this was a wise approach.
I pointed out also that it would be unwise
to devote additional weeks to fruitless
conferences. This is still my strong
opinion. To continue discussions on
such a basis merely allows them to have
the moratorium they want, and with no
inspection. They have through procras-
tination and maneuvering succeeded in
dragging on negotiations and securing a
moratorium for 16 critical months, with
no controls. If the Soviets will not ap-
proach test negotiations realistically we
should terminate the conference. We
should not allow them to prolong this
delay month after month by successive
new proposals which differ only insig-
nificantly one from the other.

Yesterday I prepared a brief state-
ment with reference to this proposal,
which I ask to have printed in the Rec-
orp at this point as a part of my re-
marks.

There being no objection, the state-
ment was ordered to be printed in the
REcorp, as follows:

STATEMENT BY SENATOR CLINTON P. ANDER-
soN, DEMoceAT, OF NEw MEXICO, ON RuUs-
siAN TEST BAN PROPOSAL
1 would be very much surprised if the

United States were to agree immediately to

this recent Soviet proposal. Our representa-

tives may find that it is a tactical shift on
thelr part merely to accomplish what they
have been striving for all along. The Soviet

Union over the years has attempted to get

us to agree to an all-inclusive test ban, with-

out any inspection provisions to go along
with it.

In my opinion, we must be careful that we
do not agree to something which (because
it does not provide for adequate controls)
will permit the Soviet Government to ad-
vance their own nuclear weapons through
testing yet prevent the United States from
testing its weapons. I am particularly con-
cerned with the so-called “honor system” the
Russians propose for small tests, which will
continue while the scientific basis of detec-
tion is studied. The big question here is
whether the Russians are making this pro-
posal In good faith. As late as December
1959, at the conclusion of the Technical
Working Group II, the Soviet sclentific repre-
sentatives attacked the integrity and compe-
tency of our sclentific representatives. They
accused Dr. Fisk and his associates of ma-
nipulating and making misrepresentations.
Now all of a sudden they propose to further
review this material, and engage in joint
research and experimentation, meanwhile
stopping us on testing via the “honor
system.”

I am also concerned that the Soviet pro-
posal leaves no room for conduct of under-
ground tests of explosives for peaceful pur-
poses—our Plowshare project for instance,
We should be permitted to make under-
ground tests for power purposes, and for de-
veloping oll and mineral deposits. No con-
tamination of the atmosphere would result.
We should permit full international inspec-
tion and surveillance of such tests.

CONGRESSIONAL RECORD — SENATE

I believe, however, we should negotiate on
the Russlan proposal In good falth, to see
how sincere they are. To the extent that the
Russian statement recognizes the distinc-
tion between those tests that can be de-
tected and those that cannot, I belleve that
some progress has been made. The U.S.
delegation has for a long time been attempt-
ing to obtaln recognition of this fact and
its scientific basis. But to tle this to an
“honor system"” on ceasing all tests may be
going too far. We should retain the right
unilaterally to continue or discontinue a
test ban on underground tests of small nu-
clear explosives.

Mr. ANDERSON. Mr, President, to-
day I received a telegram which I think
is significant and typical of a great many
telegrams which are being received.
The telegram reads:

New York, N.Y., March 22, 1960.
Hon, CLINTON P. ANDERSON,
Senate Office Building,
Washington, D.C.:

Cannot understand why press and State
Department spokesmen describe new Soviet
atomic test plan as going far to meet Amer-
ican view. On analysis it merely formulates
basic Soviet position. Soviets have always
wanted test ban without controls. It is
now clear that only area where controls
are needed is preclsely in area of small
underground tests where controls are now
impossible. Therefore voluntary banning of
the underground tests as now proposed in-
volves absolutely no change in Soviet policy.

Key issue between Soviels and ourselves
on disarmament as well as atomic testing
is our refusal to accept agreements on faith
with adequate inspection and control.
Therefore to accept this Soviet test plan
even temporarily would set dangerous prece-
dents by abandoning our basic disarmament
principle in key area.

Regret such a retreat all the more (a)
because continuation of underground test-
ing without fallout would strengthen Amer-
lca’s military and moral position by pro-
ducing smaller and cleaner defensive atomic
weapons needed to counterbalance over-
whelming Soviet ground force superiority;
(b) we would be surrendering this military
advantage in return for easily breakable
Soviet promise; (¢) by weakening our rela-
tive military position we would reduce our
bargaining power to achieve really controlled
disarmament; (d) announcement of such a
test ban agreement would create illusion of
progress where none exists, thus encourag-
ing dangerous complacency. Warm congrat-
ulations on your statement expressing some
of above considerations today.

I have received a great many mes-
sages which I should like to read in that
connection. However, I do not intend
to do so.

I point out that there have been many
periods of recess in the Geneva Confer-
ence—from December 19, 1858, to Jan-
uary 5, 1959; from March 20, 1959, to
April 13, 1959; from May 12, 1959, to
June 8, 1959; and from August 27, 1959,
to October 12, 1959,

I point out again that if the Soviet
people were determined to negotiate
with us, we could have had something
better than we had during the first
weeks of the conference.

‘When the conference met, 6 weeks
were devoted to discussing the form of
the charter which might subsequently
be signed. Russia demanded two sep-
arate documents, first, a treaty calling
for cessation of all tests; and second, a
p{'otoeol setting forth the enforcement
plan.
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The United States and the United
Kingdom insisted upon one document,
because had we signed the first agree-
ment, the Soviets could have negotiated
for 10 years on the second agreement,
and had exactly what they have desired
from the beginning, namely, suspension
of nuclear tests without any possibility
:’lf control and no possibility of inspec-

on,

It required 6 solid weeks of discussion
to reach an agreement that those two
agreements might be incorporated into
a single document.

When we consider the latest Russian
proposal, we had better consider it in
the light of what has thus far been tak-
ing place at Geneva. We had better
consider it in view of the fact that the
proposal the Russians have made to us
is almost exacfly the proposal which
they have been making right along,
namely, that tests be suspended for a
period of 6 years without any controls
and without any system of inspection,
depending only upon some honor sys-
tem to bring about compliance.

I believe that the Atomic Energy Com-
mission, the State Department, and even
the President of the United States would
be well advised to take a very good look
at this proposal before there is any early
acceptance of it.

CITATION OF SENATOR SPARKMAN
FOR DISTINGUISHED SERVICE BY
AMERICAN VOCATIONAL ASSO-
CIATION

Mr. HILL. Mr. President, my able
colleague, Senator JOHN SPARKMAN, was
honored last week with a citation for
distinguished service by the American
Vocational Association. This is a fine
honor from a great association, and I
extend congratulations both to Senator
SPARKMAN and the American Vocational
Association,

For the occasion of the award, my dis-
tinguished colleague prepared for deliv-
ery an excellent speech. I ask unani-
mous consent that the speech be printed
in the body of the RECORD.

There being no objection, the speech
was ordered to be printed in the REcorb,
as follows:

BPEECH PREPARED FOR DELIVERY BY SENATOR
JOHN SPARKMAN AT ANNUAL MEETING OF
ALABAMA VOCATIONAL ASSOCIATION, PHILLIPS
HicH ScHoOL AUDITORIUM, BIRMINGHAM,
Ava., THURSDAY, MARCH 17, 1060

Madam Chairman, members of the Ala-
bama Vocational Assoclation, and friends, of
course I feel honored to be awarded this cita-
tion. While I may not deserve it, nor the
generous and flattering wording of it, I accept
it with pride. You may be sure that I ghall
treasure this honor, and be grateful to your
outstanding organization, the American Vo-
cational Association, for its liberal acknowl=
edgment of my efforts.

Especially do I want to express appreciation
to the Alabama Vocational Association for its
part in the awarding of this citation and also
to your national executive secretary, Dr. M. D,
Mobley, for his interest and friendship.
Many of you, including your most capable
State director, Bob Cammack, are my warm
personal friends. All of us are comrades
working for the same just cause,

And I am sure I do not need to tell you
what an able and effective advocate your
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executive secretary is. He knows what to do,
when to do it, and how to do it. It is always
a pleasure to work with him.

1t is a real pleasure to be in your midst and
a privilege to have a part on your program.

Through the years I have watched with
interest and justifiable pride the valuable
contributions that members of this group
have made to the economic well being of our
State. You and your counterparts in other
States of the Nation have for many years
contributed immeasurably to our Nation’s
military defense and to our economic secu-
rity.

Through high quality instruction, the vo-
cational forces of our Nation have helped
the masses acquire invaluable technical and
scientific knowledge and skills. As a result
the United States has become the most pow-
erful and the most productive nation in the
world today. This productive ability of our
people has been a powerful contributing fac-
tor in the maintenance of peace.

We all are indebted to you. But you must
have the tools and the determination to
push forward at an Increasing pace. Never
in the history of our Nation has there besen
such a great need for high quality effective

of education including vocational
education as exists at this very moment.

Production techniques and technology are
changing at an ever-increasing rate. This
calls for expanded and improved vocational
education for both youth and adults—espe-
cially in those rapidly changing occupational
fizlds.

In the years ahead there will be fewer and
fewer unskilled workers and more and more
highly skilled workers. The hope of present
workers, and youth preparing for jobs in
the years ahead, is to acquire technical and
scientific knowledge and production skills.
This 1s essential if they are to hold jobs,
obtain jobs or advance in their chosen fleld
of work.

Another reason why an adequate program
of vocational education is greatly needed in
the United States is due to the Communist
economic challenge to this country, par-
ficularly from the U.S.S.R. Russla’s Khru-
shchev has made known in clear and certain
terms that the Soviets have a plan to lick
the United States In an economic war.
Some people are prone to ignore Russia's
boasted economic plans. Though I am con-
fident we can keep ahead of Russia, if we
plan and execute our plans intelligently, I
do not think we can afford to ignore her
challenge or to take it lightly.

It is now a well known fact that our lead-
ers at the national level have dangerously
underestimated the ability of the Soviets
to develop and produce atomic weapons and
intercontinental ballistic missiles and to
develop and produce space satellites. Ac-
cording to some top past and present gov-
ernmental officials—authorities in a position
to know—Russia has moved ahead of us in
some categories and threatens our entire
leadership in these ficlds.

We must not as a nation be lulled into
believing that Russia has no chance of over-
taking or surpassing us in the economic field.
‘We must not underestimate her ability and
her potentiality in the production of goods
for sale In the markets of the world. Not
long apo Ehrushchev sald to an American
newspaper publisher, and I quote:

“We declare war upon you—in the peaceful
field of trade. We declare a war we will win
over the United States. The threat to the
United States is not the Intercontinental
ballistic missile, but in the field of peaceful
production. We are relentless in this, and
it will prove the superiority of our system."

In his speech to the Economic Club of
New York during his visit to this country
last September (19569) Khrushchev said, and
I quote:

“All of you are well aware of the fact that
we are offering you economic competition.
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Bome describe this as our challenge to the
United States of America. But, speaking
about challenges, one might say, and that
would be even more correct, perhaps, that
it was the United States that first challenged
all the world; it is the United States that
developed its economy above that of all
countries, For a long time no one dared to
challenge your supremacy. But now the
time has come when there is such a state
which accepts your challenge, which takes
into account the level of development of
the United States of America and in turn
is challenging you. Do not doubt that the
Soviet Union will stand on its own in the
economic competition, will overtake and out-
strip you.”

I do not claim Khrushchev's statements
are true or that Russia will overtake and
outstrip the United States in economic com-
petition but his statements do reveal Soviet
goals. To disregard them or to fall to meet
the vigorous challenge would be dangerous
and foolhardy.

The October 6, 1859, issue of the New York
Times quotes Seymour Melman, associate
professor of industrial management and en-
gineering at Columbia University and a con-
sultant on production techniques as saying
that Russian plants are producing machine
tools—the basic instruments of industrial
production—with less than half the man-
hours required in comparable Western
operations.

Mr. Melman according to the New York
Times spent part of September and August
of 1959 in Russla studying industrial pro-
duction methods.

The U.S. Bureau of Mines reported on
November 12, 1959, that the Soviets are now
the top producer of coal and iron ore. The
United States had held the lead in coal pro-
duction since 1£99. These examples of Rus-
sian economic progress—and there are many
more—are striking proof that we face a
determined and able competitor.

As a part of Soviet economic plans, Rus-
sla is now In the process of reorganizing its
entire system of education, which is sched-
uled to be completed by 1963. The new
reorganization law, approved in late 1958,
calls for a vastly expanded vocational educa-
tion program. £

Contrary to much recent publicity in this
country, Russia’s education program con-
slsts of more'than just instruction in science,
mathematics, and languages. Intense em-
phasis is being placed on vocational educa-
tion—patterned somewhat after the voca-
tional program we have been developing in
the United States during the past 40 years.
Over a period of some 20 years the Soviets
have been enlarging their vocational educa-
tion programs, but in the last year and a
half they have made tremendous strides in
this direction.

It would seem comical were it not such a
serious matter—involving the security of our
American way of life—that a few uninformed
and misguided people are advocating that
we adopt—at least in part—the Russian sys-
tem of education of the immediate past.
The truth is that this is a system that the
Soviets themselves are now in the process of
abandoning.

The Soviet leaders believe that their hope
in winning an economic war is dependent in
large measure on the skill and productivity
of its people, and that these abilities must
come through vocational training for the
masses.

For some months Russia’s Mikoyan and
Khrushchev have been visiting many coun-
tries throughout the world in an effort to
expand Soviet trade and to capture markets,
some of which have been held for years by
the United States. Mikoyan’s recent trip to
Mexico and Cuba are illustrations of this.
Khrushchev only a few days ago was in
several countries in the Orient.
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Yet in spite of these developments which
pose as serious threats to the survival of
our Nation and to the economic security of
our people, there are some in this country
in high places of authority who would crip-
ple and destroy our programs of vocational
education. This is evidenced by the recent
recommendation of President Eisenhower's .
Budget Bureau proposing a cut of $2 mil-
lion in title I, George-Barden funds.

Congress, of course, will see to it that his
recommendation is not carried out but his
proposal to cut the funds is evidence of the
fact that there is lack of understanding in
the White House of the important role voca-
tional education has played, is playing and
will continue to play in the years ahead in
making our Nation militarily and economi-
cally secure.

If we are to maintain our present eco-
nomie superiority over Soviet dominated
countries and at the same time maintain a
high standard of living for the masses of
our pesople—such as they enjoy today—we
must constantly seek ways to improve the
knowledge and skills of our people and to
improve production methods so that the out-
put man for man of our workers will continue
to exceed theirs.

This situation cannot be maintained with-
out a sound, effective, and ever expanding
program of vocational education.

It was in realization of these facts that I
took the lead in 1952 and again in 1956 to
include a plank in the national Democratic
platform pledging support of the Democratic
Party to the further development and im-
provement of vocatlonal education. I am
told by some of your leaders at the national
level, including your own M. D. Mobley, that
had it not been for these planks in the
party's national platform it would have been
very difficult if not impossible to secure
approval of the practical nurse training
measure in 1956 and the area vocational
education measure in 1958.

Without these planks, I have been told,
it would have also been next to imposzible to
hold Federal funds for vocational education.
At least some substance is given this claim
by the fact that virtually every year during
the last 7, President Eisenhower has recom-
mended drastic cuts in the appropriation for
vocational education or the repeal of all
vocational education acts.

How anyone who has any reasonable
knowledge of our Nation's military needs
and economic problems could make recoms-
mendations that would cripple or destroy vo-
cational education is more than I can un-
derstand.

I delight In telling you that in spite of
his recommendations to cut vocational funds
and to repeal vocational education laws,
Congress has increased appropriations under
the George-Barden Act by almost 120 per-
cent and has increased authorizations for
vocational education by approximately 70
percent.

Buch action speaks louder than any words
that can be uttered regarding support of
your program by the Congress.

It is my considered opinion that so long
as you maintain sound, effective, worthwhile
programs, such as you have today, Congress
will continue to deal fairly with you and
will continue to appropriate Federal funds
to promote and support your program.

Certainly this shall continue to be my pol-
icy. In this respect I want to assure you—
not that you need such assurance—of my
warm support of a measure introduced by
my distinguished colleague and your strong
friend Senator Himrn. I refer to 8. 3025 to
extend the program for practical nurse train-
ing and to remove the restrictive language
confining funds to “extension and improve-
ment.” I shall cooperate fully with LisTeEr
in obtaining passage of this measure. I will
continue to push for the passage of other
legislation in behalf of vocational education,
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Let me say again that I shall ever be grate-
ful for the recognition that has come to me
today from your great and dedicated na=-
tional organization.

This citation will serve as a constant re-
minder of my interest in and support of your
program in past years; moreover it will serve

. a8 a stimulant to me to do more and work

harder in the future to help you maintain
the support you need to carry on your work
in the days and years ahead.

It has been good to be with you and I bid
you God's speed in your work.

PRESENTATION OF STATUE OF
SENATOR PAT McCARRAN

Mr. BIBLE. Mr. President, it is my
privilege to extend to the Members of the
U.S. Senate, their staffs, both office and
committee, officers of the Senate and
their staffs, Capitol employees, and all
others who were friends of the late Sena-
tor Pat McCarran, of Nevada, a most cor-
dial invitation to attend the presentation
of the Statue of Senator Pat McCarran,
by the State of Nevada, to the United
States of America. The ceremony will be
held tomorrow afternoon, Wednesday,
March 23, at 2 pm,, in the rotunda of
the Capitol. Cardinal Spellman will de-
liver the invocation; our good Chaplain,
Dr. Frederick Brown Harris, will give the
benediction. The Governor of my own
State of Nevada, the Honorable Grant
Sawyer, will present the statue, and our
Lieutenant Governor, the Honorable Rex
Bell, will participate in the ceremony,
together with the majority and minority
leaders, and the Nevada congressional
delegation, my colleagues, Senator How-
ard Cannon and Representative Walter
Baring, and myself.

Mrs. MeCarran and members of her
family will be present, and they join me
in extending this invitation to those who
would like to attend. No admission card
is necessary. Following the ceremony,
a short reception will be held in the Old
Supreme Court Chamber, to which a
cordial invitation is also extended.

Mr. MANSFIELD. Mr. President, is
morning business concluded?

The PRESIDING OFFICER. Is there
further morning business? If not, morn-
ing business is concluded.

LEASING OF PORTION OF FORT
CROWDER, MO.—CIVIL RIGHTS

The PRESIDING OFFICER. The
Chair lays before the Senate the un-
finished business.

The Senate resumed the consideration
of the bill (H.R. 8315) to authorize the
Secretary of the Army to lease a por-
tion of Fort Crowder, Mo., to Stella Re~
organized Schools, R-I, Missouri.

The PRESIDING OFFICER. The
question is on agreeing to the Javits-
%‘l&;k amendment to the Dirksen substi-

ute.

Mr. EEFAUVER obtained the floor.

Mr. RUSSELL. Mr. President, will
the Senator from Tennessee yield?

Mr, KEFAUVER. I yield.

Mr. RUSSELL. I suggest the absence
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.
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Theulegislatlve clerk proceeded to call
the roll.

Mr. MANSFIELD. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

ADMINISTERED PRICES IN THE
DRUG INDUSTRY

Mr. EEFAUVER. Mr. President, I ask
unanimous consent that certain tables,
brief memorandums, and a few editorials
may be printed in the Recorp at the
places to be indicated in my remarks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. KEFAUVER. Mr. President, I
want the Recorp to show that the office
of the minority leader [Mr. DIRKSEN]
was notified by the chairman of the
Antitrust and Monopoly Subcommittee,
as were also the offices of the Senator
from Wisconsin [Mr. WiLEY], the Sen-
ator from Nebraska [Mr. Hruskal, and
the Senator from Maryland [Mr. Bur-
LER], that I was to make this statement
today, because, either on the floor or in
committee, they have been critical of
the work of the subcommittee. I had
hoped they would be present to discuss
any matters they desired to, or to ask
any questions, and to follow my speech
as I delivered it. I hope they will come
to the Chamber before I conclude my
remarks.

Certain statements were made by
some of them on the floor of the Senate,
and I had not received notice they would
make such statements, or I would have
been present to answer them.

On December 7, 1959, the Antitrust
and Monopoly Subcommittee resumed its
hearings on administered prices by be-
ginning a study of pricing practices of
the drug industry.

GENERAL ADMINISTERED PRICE HEARINGS

Since the middle of 1957 when this
subcommittee began its inquiry into ad-
ministered prices, detailed examinations
of the pricing practices in steel, automo-
biles, bakery products as well as certain
aspects of the problem in the petroleum
industry have been inquired into. There
have now been published eight volumes
of hearings, together with two subcom-
mittee reports on individual industries.
In addition, the subcommittee has issued
three volumes of hearings consisting of
testimony on the general nature of the
problem of administered prices and the
alternative courses of public policy by
leading economists who have specialized
on this subject. The subcommittee has
heard testimony from the heads of the
antitrust agencies in an attempt to deter-
mine what those agencies can and can-
not do to meet the problem., The sub-
committee has also held hearings on im-
portant legislation designed to meet the
problem of administered prices.

PRICE COMPETITION THE QUESTION

In view of the prior hearings it can be
seen that the examination of manu-
facturers’ pricing practices in the drug
industry was nothing more than the
same type of examination which the sub-
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committee has accorded to the steel,
automobile, and bread industries; an
examination made necessary by the ob-
vious decline in the vigor of price compe-
tition. During the course of its other
administered price hearings the subcom-
mittee received hundreds of requests
from the public generally that it inquire
into the high prices charged for ethical
drug products and the lack of price com-
petition. In planning the subcommit-
tee’s program for 1959 there was in-
cluded therein a request for funds to
make studies in a number of industries,
among which was the drug industry.
This program was approved unanimously
by the Subcommittee on Antitrust and
Monopoly as well as by the Committee
on the Judiciary. On February 2, 1959,
Senate Resolution 57, together with a
program and budget for the Antitrust
and Monopoly Subcommittee, was agreed
to and passed by the Senate. After en-
gaging in preliminary staff work and
finding a need to obtain the services of
specially trained personnel for the sub-
committee’s investigation of the pricing
practices of manufacturers of drug prod-
ucts, an additional $30,000 of funds were
requested by the subcommittee and were
finally agreed to by the Senate on August
7, 1859, by the passage of Senate Reso-
lution 144, Although the manufacturers’
pricing practices in the drug industry are
extremely complex, the staff work had
progressed to such a stage that on De-
cember 7, 1959, the subcommittee began
its hearings.

WONDER DRUGS UNAVAILABLE TO MANY WHO

NEED THEM

While this country has the best drugs
in the world, it appeared from the great
number of letters which the subcommit-
tee had received that many of our citi-
zens are experiencing difficulty in being
able to purchase them. It was the pur-
pose of the subcommittee to inquire into
the question of whether the drug manu-
facturers are setting their prices at ex-
cessive levels, as the writers of these
letters contend. It was also the purpose
of the subcommittee—it being a legisla-
tive subcommittee—to determine wheth-
er the antitrust laws as applied to this
industry are adequate and, if not, to de-
vise specific remedial legislation.

The question might very well be asked:
Why is it necessary to go into another
industry in the administered-price series,
and why particularly drugs? To the
first part of the question, the answer is
obvious. The problem is one of almost
incredible difficulty and complexity.
What in essence the subcommittee is
seeking to determine is whether the pub-
lic is adequately protected by competi-
tion, and, if not, to devise some legisla-
tive remedy.

The subcommittee has heard many ex~
perts who have spent their lives studying
this very same problem. While in gen-
eral agreement as to its nature, these
glxpex'ts were poles apart as to its solu-

on.

REASON FOR EXAMINING THE DRUG INDUSTRY
As to why specifically the subcommit-
tee is studying drugs: In the first place,

most drugs would appear to fall clearly
within the definition of administered
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prices. Their prices are set, not by the
changing forces of supply and demand,
but by administrative decision, and are
held constant over periods of time—often
extended periods of time. In embarking
on the drug study it was the intention
of the subcommittee to inquire how these
prices are set and maintained. The ques-
tion was presented of how a drug com-
pany can establish and then maintain
for years price structures which result
in the drugeist paying approximately 30
cents for an antibiotic pill and 18 cents
for a steroid hormone pill.

Certainly the drug industry is an im-
portant industry simply in terms of total
size. Sales of ethical drugs which are
sold by prescription are running at
around $2% billion a year at the manu-
facturers’ level. To this can, and should
be, added more than a half billion dollars
for proprietary drugs that are sold over
the counter. At the retail level, of
course, the figures are considerably
greater. Drugs are peculiarly an essen-
tial of life. Confronted with financial
reverses, the average family can and
does put off buying automobiles, house-
hold appliances, clothes, and even food,
put they cannot put off buying drugs.
The consumer’s ability to shop around
for a lower price in the drug in-
dustry is severely restricted by the fact
that prescriptions are usually written in
terms of trade names rather than generic
names. Although, as I shall later illus-
trate, there are lower priced brands of
the drug prednisone available from rep-
utable, often long-established drug man-
ufacturers, the consumer given a pre-
scription. for Meticorten—Schering’s
name for prednisone—cannot be sold
anything else. The fact is that if the
druggist were to substitute a lower price
brand of prednisone, he would find him-
self in violation of State law. There is
thus in ethical drugs an intermediary
between the producer and the buyer,
namely, the physician who writes the
preseription. As a consequence, the drug
industry is unusual in that he who buys
does not order, and he who orders, does
not buy. The ethical drug industry is
also unusual in another respect. The
consumer is completely captive. If he is
sick, he must buy what the doctor orders.
Unlike the case of automobiles, he cannot
shop around for a different model or a
lower price. In instituting its drug price
study the subcommittee was aware that
the drug industry is honeycombed with
patents and license agreements. If is
not my purpose to criticize the American
patent system as a general incentive to
innovation and progress. However, it
has been well settled by court decisions
that the monopoly conveyed to a patent
holder does not give him the right to fix
his licensee’s prices, or otherwise restrict
trade in violation of the antitrust laws.

INVESTIGATION LIMITED TO MANUFACTURERS'

LEVEL

On the opening day of the drug price
hearings, as chairman, I stated very def-
initely that it was the intention of the
subcommittee to confine its study to the
manufacturers’ pricing practices in the
ethical drug field. As in the case of re-
tailers in other administered price indus=-
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tries studied by the subcommittee, I
made it perfectly plain that the subcom-
mittee would make no attempt to ap-
praise the reasonableness or unreason-
ableness of the margins of the retail
druggists. Some critics of the retail
drug trade have contended that the
retailer’s margin is excessive; a charge
which is denied by spokesmen for the
retail druggists, who point to rising costs
inecluding the inventory costs of stocking
the same drug product under a variety
of different trade names. Such a con-
troversy is not directly related to the
problem of administered prices. The re-
tailer’'s margin in percentage terms is
more or less constant, being applied on
top of the manufacturer’s price. What
the subcommittee is interested in is
the price to which this relatively stable
margin is affixed, namely, the manufac-
turer’s price to the druggist.

It was also made plain that it was
not the purpose of the drug hearings
to question in any way the American
system of private medical practice. The
subcommittee's interest is not with the
issue of group versus private practice, or
with the adequacy of reasonableness of
the various forms of prepaid health or
insurance plans. The subcommittee’s in-
terest is simply with the price of drugs,
a price which must be paid by someone
under any system of medical care. In
this connection, I wish to point out
that the subcommittee has received sev-
eral hundred letters from doctors which
are critical of the price of drugs and
also critical of what they regard as ex-
cesses in the promotion and selling ac-
tivities of the drug manufacturing com-
panies.

DRUG HEARINGS: COMPLETED AND PLANNED

In order to arrive at an understanding
of the practices of the drug manufactur-
ing industry, the subcommittee sought
information and material from the in-
dustry in several product fields. These
fields included hormones, tranguilizers,
diabetic drugs, antibiotics, sulfa, cer-
tain prescription vitamins, and so forth.
These fields were selected because the
total sales of these product classifica-
tions approximated two-thirds of all
sales and because they represent the im-
portant areas of new products. In ad-
dition to these product hearings, it was
also the announced intention of the
subcommittee to hold a series of gen-
eral hearings, at which time the indus-
try’s general views would be heard, as
well as those of the representatives of
the medical profession generally, and
information would be sought on the ac-
tivities of related Federal agencies.

Thus far the subcommittee has com-
pleted its hearings on steroid hormones
and tranquilizers, and has held one se-
ries of general hearings. The first of the
series of general hearings, due to an ob-
jection having been lodged by the mi-
nority leader, who is also the ranking
minority member of the subcommittee,
to the subcommittee’s sitting while the
Senate was in session, was recessed on
Friday, February 26, at 10 a.m., subject
to the call of the Chair.

In that connection, when objection
was made to the subcommittee’s sitting
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while the Senate was in session, even
though there might not have been any
votes imminent, we undertook to sit late
at night from 10:30 p.m. to 2 a.m., re-
suming early in the morning at 9:30 a.m.
That procedure was hardly satisfactory
either to the subcommittee members or
to the witnesses.

We expect to resume our hearings as
soon as the situation in the Senate per-
mits because of the great public im-
portance of the gquestion.

It is my purpose to review some of the
information and material that has thus
far been received by the subcommittee.

THE NATURE AND IMPORTANCE OF STEROID

HORMONES

On December 7, 1959, the first product
hearings concerned the steroid hor-
mones—cortisone and its derivatives,
The first of the steroid hormones was
cortisone, which was followed by hydro-
cortisone, prednisone, prednisolone, and
such new variations as triamcinolone
and dexamethasone. According to Nor-
man Applezweig, a recognized authority,
the first large-scale commitment in cor-
tical steroid research in this country was
taken by the Merck Co. during World
War II under a program of the Office of
Scientific Research and Development,
then headed by Dr. Vannevar Bush, now
chairman of the board of Merck. This
work was started on the erroneous he-
lief that the Germans were successfully
using an adrenal hormone product to
protect their fliers from the effects of
high altitude. The discovery of the anti-
inflammatory action of cortisone in
rheumatoid arthritis by Drs. Hench and
Kendall at Mayo Institute, working on
a grant from Merck, was a stunning re-
sult.

Dr. Hench, Dr. Kendall, and also a
Swiss doctor, Dr. Reichstein, are Nobel
laureates because of their work on cor-
tisones. We are all proud of them and
congratulate them.

Steroid hormones are used for many
purposes, including the treatment of al-
lergic disorders such as bronchial asthma
and the reactions to other drugs; in-
flammatory diseases of the eye; skin
diseases; blood diseases such as perni-
cious anemia; kidney diseases, and so
forth; but their most widespread use is
in the treatment of rheumatic diseases,
It is estimated that roughly 10 million
Americans are afilicted with rheumatic
disorders—about 1 person in every 18
of our population. About 1 million are
permanently disabled. Rheumatoid
disease has become known as the No.
1 erippler. It strikes more people than
cancer, heart disease, and tuberculosis
combined.

While these drugs do not effect a cure,
their importance should not be mini-
mized. They relieve arthritic patients
for periods of time and help control at-
tacks. At the same fime their use has
been restricted by the medical profes-
sion because of injurious side effects.
‘When cortisone first came on the mar-
ket it appears that it was widely used
for many purposes and with high ex-
pectations, but that continued experi-
ence brought much disillusionment and
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far greater caution and restraint. Al-
though the drugs introduced since corti-
sone have represented a marked im-
provement—particularly prednisone and
prednisolone—side effects remain a seri=-
ous problem.

The importance of the steroid hor-
mones can be seen from the fact that in
1959 their sales are estimated to be $120
million at the manufacturers’ level, di-
vided as follows: cortisones, $33 million;
prednisone and prednisolone, $43 mil-
lion; and triamcinolone and dexametha-
sone, $44 million.

IDENTICAL PRICES

The principal producers of steroid hor-
mones in the United States are the
Schering Corp., Merck & Co., Inc,
and the Upjohn Co. Representatives of
these companies were invited to testify

at the steroid hormone hearings. The
prices charged by each of these firms
for each of the steroid hormones are
identical and have been identical since
1956. For example, since 1956, each of
these three companies has offered for
sale cortisone acetate at identical prices.

Similarly since 1956 prednisone and
prednisolone have been sold by these
three companies for the identical price
of $17.90 for 5-milligram tablets in bot-
tles of 100. Even though Upjohn intro-
duced a more efficient microbiological
process, it has never reduced its price
below the quotations charged by the
other companies.

In contrast to the $17.90 price of the
four major producers, small manufac-
turers sold this same product, meeting
USP standards, to druggists for as low
as $2 in bottles of 100.

In the rear of the Chamber, Mr, Presi-
dent, is a chart which shows that for
prednisone, the important arthritic
drug the prices to druggists by Merck,
Upjohn, and Schering are identical at
$17.90 per hundred. It also shows prices
by a number of smaller companies whose
products meet the U.S. Pharmacopoeia
standards, most of whom having been
examined and authorized to bid on Gov-
ernment contracts by the Military Medi-
cal Supply Agency. The prices by some
of these smaller companies were in the
range of $4 to $7 per hundred tablets.

Moreover, after this chart had been
prepared and introduced we found that
suppliers of prednisone and prednisolone
were actually selling to druggists for less
than $2 a hundred in contrast to the
price of Schering, Upjohn, and Merck
of $17.90,

1t should be pointed out that having
good equipment and good control meth-
ods is not the exclusive monopoly of the
big companies. Many small companies
have just as good equipment and con-
trol methods as the large companies.

BID PRICE TO GOVERNMENT PURCHASING

AGENCIES

It was brought out in recent hearings
that the Military Medical Supply
Agency, as well as the Veterans’ Admin-
istration have asked for competitive bids
in steroid hormones by generic rather
than by trade name.

The Military Medical Supply Agency
purchases the drugs that are used by
the Government at Walter Reed Hos-
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pital, the Naval Medical Center at Be-
thesda, and other Government hospi-
tals throughout the United States. Iam
sure that patients in those hospitals
would not be given any drugs that were
not safe and effective.

In this connection I wish to pay my
very high respect to the officers of the
Military Medical Supply Agency, par-
ticularly to Admiral Knickerbocker and
Commander Weiss, as well as to those
in charge of purchasing for the Veter-
ans’ Administration. These men are
true public servants and deserve support
and commendation. They have tried to
get competition, and thus secure reason-
able prices to the U.S. Government. In
this way they have saved the taxpayers
of the United States millions of dollars.
It has been to these large Government
buyers, as well as to those hospitals
which have established formularies that
most small manufacturers have had to
turn for their sales.

Mr. LAUSCHE. Mr. President, will
the Senator yield?

Mr, EEFAUVER. I am very happy to
yield to the distinguished Senator from
Ohio, who has taken a great interest in
this entire problem, and has given me,
as chairman of the subcommittee, useful
information which has helped us in our
work of trying to secure for the Ameri-
can people and the American druggists
ethical drugs at reasonable prices.

Mr. LAUSCHE. Can the Senator from
Tennessee tell me whether or not, in the
testimony which was taken, it was
shown that in the drug industry, sales
made to governmental bodies such as the
State of Ohio and the city of Cleveland,
and probably to counties, under competi-
tive bidding, are made at prices which
are usually identical, to the fraction of a
penny?

Mr. KEFAUVER. Where competition
can be offered by smaller companies
prices by the drug manufacturing com-
panies in sales to the Government are
sometimes one-fifth, one-sixth, or one-
seventh of the price to druggists.

But where there is no competition
from small companies, if the larger com-
panies hold a patent monopoly, they
generally bid at identical prices. On
their bids their prices are high, even to
the U.S. Government. An example is
meprobamate, a tranquilizer sold by
Carter Products under the name of Mil-
town. For sales in this country, Carter
Products licenses only Wyeth, which is
the pharmaceutical division of American
Home Products Corp. Wyeth sells it as
Equanil. Both companies are making
enormous profits, largely from the sale
of this product. On most of their sales
to the Government the bid prices of
Carter & Wyeth have been identical. It
is remarkable to me that when their
bids to the Government go up or down,
the price of each is identical.

Incidentally, in the middle of our
hearings the Department of Justice
brought an indictment against Carter
Products and American Home Products.
It is my understanding that these identi-
cal prices were a factor leading to the
indictment.

Mr. LAUSCHE. The indictment was
predicated upon the fact that the prices
at which they sold were identical.
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Mr. KEFAUVER. That was a part of
it. The allegation was that the prices
were agreed upon.

Mr. LAUSCHE. During my tenure as
mayor of Cleveland and as Governor of
Ohio, one of the perplexing problems
confronting me was the unbroken uni-
formity of the bids made on three things
which the State and the city had to buy.
Drugs were usually bid to the fraction of
a penny, in identical amounts. Bids on
salts to be applied to highways for melt-
ing snow and ice were all at identical
amounts, The supply of electric light
bulbs was also in that category. As I
understand, the testimony disclosed that
the practice was rather uniform.

Mr. EEFAUVER. Yes. We have held
hearings on identical bidding in the case
of electrical equipment companies. We
found exactly what the Senator found;
namely, that where bids are made to
cities, to public power bodies such as the
Tennessee Valley Authority, or to the
Army and Navy, bids on electrical equip-
ment have been remarkably uniform,
usually down to the fraction of a penny.
Here, too, our hearings were followed by
the issuance of indictments for viola-
tion of the antitrust laws.

Let me cite one example, which is
typical of other situations——

Mr. LAUSCHE. What explanation
was given for the coincidence of prices,
or for identical bids?

Mr. KEFAUVER. They said they were
meeting competition. But it was beyond
me how they knew what the other bid-
der’s quotation was going to be, when
the bidding was secret, and when the
bids might be a little higher or a little
lower than the previous price. Although
the heads of American Home Produects
sought to create the contrary opinion,
Government officials tell us absolutely
that competitive bids are kept confi-
dential, and that no bidder knows what
another’s bid price is.

Mr. LAUSCHE. I know that in bid-
ding for electric light bulbs the State
frequently had bids in which the prices
were identical to the fraction of a
penny. Based upon what the Senator
from Tennessee has said, the explana-
tion of such a bidder would be that it
was by accident and by coincidence,
without knowledge of what the other
was doing that the bids happened to be
identical.

Mr. KEFAUVER. That is correct.
But the Department of Justice, quite
properly, has not accepted this as an
adequate explanation. The Senator
says the bids on electrical equipment
were identical down to the fraction of
a penny. As a matter of fact, they were
identical to ten-thousandths of a penny.

Mr. LAUSCHE. Yes.

Mr. EEFAUVER. Similarly the bids
of the American Home Co., which sells
Equanil, and of Carter, which sells
Miltown, the bids to the Military Med-
ical Supply Administration were $22.50
a thousand, or $20.50 a thousand. Yet
whether the price went up a little or
down a little, they were identical ex-
cept in all but one case, where there
was a difference of 10 percent.

Mr. LAUSCHE. I thank the Senator.
I interrupted the Senator when he was
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discussing the Military Medical Supply
Administration seeking bids on non-
patented products.

Mr. KEFAUVER. Yes. I appreciate
the participation of the Senator from
Ohio. He has had great experience in
this fleld as Governor of his State in
the purchasing of medical products and
other products. I hope he will ask fur-
ther questions.

Mr. LAUSCHE. Mr. President, will
the Senator yield?

Mr. EEFAUVER. I yield.

Mr. LAUSCHE. I should like to say
to the Senator from Tennessee that
while his investigation was being con-
ducted my mail was heavy from citizens
in Ohio eommending the Senator from
Tennessee and trying to solve the prob-
lem of the high cost of drugs, as the
facts were revealed by his investigation,
and as it was understood by the sick
people who had to buy the drugs.

Mr. KEFAUVER. I thank the Sen-
ator. We have also received a great
deal of mail from people to whom the
price of drugs is a real hardship. Some
write that they even have had to do
without food in order to get the drugs.
We have received hundreds of letters
from physicians who are interested in
the economic welfare of their patients,
and from many druggists who feel
that prices which they have to pay to
the manufacturers are too high.

The ethical drug manufacturing in-
dustry has a powerful propaganda ma-
chine, a great lobby and numerous pub-
lic relations organizations. They have
even used druggists to carry the burden
of their fight against the work of our
subcommittee. Our interest is in merely
trying to see to it that the American
people get these drugs at reasonable
prices. I say that the prices these big
companies charge for the products
which we have thus far investigated are
unreasonable. The American people
should have the benefit of competition,
which would mean lower prices.

I wish to call to the attention of the
distinguished Senator from Ohio the
chart in the rear of the Chamber which
shows the prices of the large and small
companies for the drug called predni-
sone., Had Schering, Merck, and Up-
john gotten together and agreed to sell
prednisone to the druggists for $17.90
a hundred, that would be a violation of
the Sherman Act, if the agreement would
be proved.

But if the agreement cannot be proved,
there is no violation of the antitrust
laws. Yet from the viewpoint of the
customer, the effect may be exactly the
same, whether it happens by accident,
by leadership, by some mental telepathy,
by an understanding which, however,
does not represent a formal agreement,
or indeed by a formal agreement which
cannot be proved.

To return to the matter of bid prices,
although the four major producers
charged druggists $17.90 per bottle of 100
5-milligram tablets, the records - of
MMSA reveal that as a result of the com-
petition of small producers, the larger
manufacturers have offered to sell to this
agency at a considerably lower price than
the price at which they sell to druggists.
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For instances, in February 1959 MMSA
paid $20.98 per bottle of 1,000 5-milli-
gram tablets on a low bid of the Premo
Pharmaceutical Co., a small company.
On this bid Schering’s price was $23.63
and for this same bottle of 1,000 5-milli-
gram tablets Schering and Merck’s price
to druggists is $170.

That is approximately, as I calculate
it, 715 times their bid price to the Gov-
ernment. Thus it would appear that
manufacturers in a competitive sale will
greatly reduce their prices.

Mr. LAUSCHE. Mr. President, will
the Senator yield?

Mr, EEFAUVER. I yield.

Mr, LAUSCHE. It is my understand-
ing that when the Military Medical Sup-
ply Agency bought on the hasis of bids
from the companies identified on this
chart——

Mr. KEFAUVER. And guite a num-
ber of others, too.

Mr. LAUSCHE. And quite a number
of others, and competition was offered by
small drug producers, the Military Med-
ical Supply Agency of the Government
bought the drug for $20.98 a bottle. Is
that correct?

Mr. KEFAUVER. That is correct.
That is for 1,000 tablets.

Mr. LAUSCHE. The druggists at the
same time paid how much?

Mr. KEEFAUVER. One hundred sev-
enty dollars.

Mr. LAUSCHE. So that the Military
Medical Supply Agency who knew the
problem and asked for bids in the generic
name, received a bid of $20.98 while the
druggists had to pay $170 for the same
drug. Isthat correct?

Mr, KEFAUVER. That is correct. I
think it should be pointed out that the
small companies generally obtain their
supply of the finished product in bulk
form from the large producers. This is
possible because a patent has not been
issued on prednisone as yet. In these
cases the product of the small companies
is the same as that of the large com-
panies. The small companies test the
product and put it in tablets and into
bottles.

Mr. LAUSCHE. With respect to the
transaction described in the Senator's
discussion of the bid price to Govern-
ment purchasing agencies, the small
drug company’s price was $20.98. Scher-
ing’s price was $23.63.

Mr. KEFAUVER. That was the price
at which they offered to sell.

Mr. LAUSCHE. At the same time, the
price of Schering and Merck to the
drugegist was $170 a bottle, or practically
seven times as much as it was to the
Military Medical Supply Agency of the
Federal Government.

Mr. KEEFAUVER. That is what the
testimony showed; and the testimony is
undisputed. However, I think I should
point out that in the case of many drugs,
where one company has a patent
monopoly, and perhaps licenses one or
only a few other large companies as
in the case of Smith Kline & French, on
Thorazine, or Carter, on Meprobamate,
there are no small companies to cut
prices. Here, the price under the generic
name and the price under the trade
name would be the same, And prices
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are high to the Government, high to the
druggists, and are in the main identical.

Why don’t consumers buy the lower
priced products? The reason is that the
doctors write their prescriptions in terms
of trade names. The large drug manu-
facturers are able to persuade the doc-
tors to do so because they have large
sales forces of detail men and do exten-
sive advertising and promotion. For
reasons which I shall set forth later, the
little companies cannot afford these sell-
ing and advertising expenses. As a re-
sult the little companies are largely
confined to selling to the Government
and to the hospitals under formularies.

Mr. GORE. Mr. President, will the
Senator yield?

Mr. KEFAUVER. I yield to my dis-
tinguished colleague from Tennessee.

Mr. GORE. Is it the practice of the
medical profession to write prescriptions
according to trade names or by medical
content? I ask that question because
from the experience I have had in paying
for prescriptions, most preseriptions
which I have observed heretofore have
been written according to chemical detail
as to the contents of a vial which the
prescriptionist would, shall I say, mix or
concoct or fill. Is it now the practice to
prescribe by label or by patented name?

Mr. KEFAUVER. In general, the
practice seems to be for the physician
to write the trade name on his prescrip-
tion blank.

The industry spends three-quarters of
a billion dollars a year in advertising and
selling expenses. A big item of selling
expenses is the cost of sending out detail
men to the physicians. Their function
is to sell the doctors on the idea of pre=
seribing by the brand-name of their par-
ticular company. And they appear to
be quite successful, although there are
some physicians who do prescribe by
generic name,.

Mr. GORE. If doctors should follow
the practice of writing prescriptions ac-
cording to chemical content, would the
local druggist have an- opportunity to
fill such prescriptions with the pills or
capsules supplied by the small drug com-~
panies and at a more reasonable price
to the consumer?

Mr. KEFAUVER. In many cases, yes.
In the case of prednisone, for instance,
if the prescription were written in the
generic name, the drugegist would have
the right to fill the prescription with
a product of one of the smaller com-
panies. Competition at the retail level
would then result in lower prices to the
consumer,

Prednisone is sold by Schering as
Meticorten, by Merck as Deltra, and by
Upjohn as Deltasone. These are the
trade names usually specified in the
doctor's prescription. As long as this
remains the case, the customer will pay
a relatively high price because the drug-
gist cannot substitute a lower price
brand.

Yet doctors who appeared before our
subcommittee testified that they would
have no hesitancy in preseribing by
generic name, feeling that their patients
would get just as good a product at a
much lower price.
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Nonetheless, the large companies, by
their advertisements and their repre-
sentations to the doctors, have con-
vinced many physicians that there may
be something superior in quality or effi-
cacy in their products. This is a matter
which the subcommittee is going to ex-
amine at greater length.

Many small companies have been in-
spected and examined by the Military
Medical Supply Agency or by the Vet-
erans’ Administration with respect to
the process or method of manufacture,
sanitation facilities, and the efficacy and
sa.fety of their products.

If Senators and Cabinet members who
are patients at Walter Reed or the Naval
Medical Hospital can be administered
drugs which the Government buys under
the generic name, is that not a strong
indication that the Government is con-
vinced that the products are good? The
drugs of all companies, large and small,
have to meet the standards of the United
States Pharmacopoeia—the U.S.P.

In the case of antibiotics under sec-
tion 262 of title 42 of the United States
Code, which concerns the regulation of
biological products, the Public Health
Service must make a full inspection of
the facilities of pharmaceutical manu-
facturers before the manufacturers can
make and sell antibiotics.

Physicians naturally want their
patients to get drugs which are safe and
effective. Perhaps this statutory re-
quirement, if extended to other drugs,
might go a long way ftoward relieving
their apprehensions concerning the
quality of the products of smaller com-
panies.

Mr. GORE. Did the Senator’s com-
mittee ascertain the existence of a pro-
gram by the American Medical Associa-
tion to inform individual doctors as to
the exact chemical comparison of the
highly advertised trade names, on the
one hand, and the more reasonably
priced products of smaller concerns, on
the other?

Mr. EEFAUVER. No, I know of no
such program on the part of the Amer-
ican Medical Association or anyone else.

Mr. LAUSCHE. Mr. President, at this
point will the Senator from Tennessee
permit an interruption?

The PRESIDING OFFICER (Mr.
Proxmire in the chair). Does the Sen-
ator from Tennessee yield to the Sen-
ator from Ohio?

Mr. KEFAUVER. I yield.

Mr., LAUSCHE. I have received let-
ters from doctors in Ohio who make the
same complaint as the one the normal
citizen has made about the high prices
of drugs.

Mr. EEFAUVER. Yes, we have re-
ceived letters from many doctors, com-
plaining of the excessive advertising to
which they are subjected and of the
high prices which their patients have to
pay.

Incidentally, the expenditures for
drugs plus the expenditures for appli-
ances, such as hearing aids, last year—
for the first time in history—exceeded
the expenditures for medical services
which includes payments to doctors.

At an appropriate time we hope to
have representatives of the American
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Medical Association appear before our
subcommittee.

Mr. GORE. Mr. President, will the
Senator from Tennessee yield again to
me?

Mr. KEFAUVER. Iyield.

Mr. GORE, Is it not true that many
of the local druggists—like many of the
doctors who were referred to by the
distinguished senior Senator from Ohio,
who spoke of the doctors in Ohio—are
very much concerned, when they have
on their shelves two similar products,
but one costs five or six times as much
as the other, or two identical products,
but one costs five or six times as much
as the other, when a customer presents
a prescription which calls for the higher
priced product, by name? Then the
druggist has little choice other than to
sell the highly advertised, higher priced
product; is not that true?

Mr. KEFAUVER. That is entirely
correct. The druggist would be in viola-
tion of State law if he were to sub-
stitute the product of any other com-
pany, even though it met the U.S.P.
standards.

Mr. GORE. Is this not a problem in
connection with which the doctors, the
druggists, the drug manufacturing in-
dustry, and the Government should co-
operate, to the end of making available
to the patients, those who are sick, drugs
at reasonable prices?

Mr. KEEFAUVER. Certainly it is a
problem which should receive the very
best thought and cooperation of the
medical profession and also of the phar-
maceutical manufacturers.

But the problem is most far reaching,
transcending perhaps what can be ac-
complished by voluntary efforts. As the
life expectancy increases, so also does the
number of elderly people who have to
have so many of these drugs in order to
live. Yet to a large proportion of these
elderly people, many of whom live on
small, fixed incomes, the price of drugs
constitutes something of an economie
crisis. For example, we heard testimony
from representatives of the Retired
Teachers Association and representatives
of the Retired Government Employees
Association also appeared before our
committee. The facts they have pre-
sented are really alarming., The situa-
tion necessitates some solution.

Mr. GORE. Ihope the Senator’scom-
mittee made some progress toward the
end he seeks in securing cooperation
from the various groups involved in
health services.

Mr. KEEFAUVER. We have been re-
ceiving very good cooperation from some
and not so good from others.

Mr. President, I wish to thank my
colleague, the Senator from Tennessee—
who, I know, has a very deep concern
about this problem—for his interest and
for his contribution to the presentation
today. I hope he will ask other questions
as we proceed.

Earlier I said that prescribing by
trade names tends to result in higher
prices. This is not the case, however,
where the pharmaceutical manufacturer
has a patent, and the drug is not gen-
erally licensed—such as Miltown and
Thorazine and Compazine, In these
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cases prescribing by generic name would
not result in a lower price.

PRICES IN FOREIGN COUNTRIES

Mr. President, at this time I wish to
point out that prices to druggists for
steroid hormones were frequently found
to be considerably lower in foreign coun-
tries than in the United States. An
example is Merck’s prices for prednisone,
which it sells in the United States as
Deltra, in bottles of 100 5-mgm. tablets.
In the United States, Merck’s price to
druggists is $17.90, whereas in Great
Britain its price to druggists is $7.53.
These prices are reflected in table I,
which will be included in the Recorp at
the end of my remarks.

Mr. LAUSCHE. Mr. President, will
fhe Senator from Tennessee yield for a
question?
ylhlg. KEFAUVER. I am very happy fo

e.

Mr. LAUSCHE. Did Merck have a
subsidiary in England, or did Merck have
a separate company there?

Mr. EEFAUVER. Merck now has a
manufacturing plant in England. But
as of the time their price comparisons
were made, the prednisone Merck sold
in England was either produced.in the
United States or in Canada, where pro-
duction costs are about as high as those
in the United States. But even though
Merck’s drugs were then sent from
Canada or from the United States to
England—and I suppose those shipments
involved the payment of some duty, as
well as some transportation expense—
Merck still sold Deltra, under those cir-
cumstances, in bottles of 100 5-mgm.
tablets, for $7.53, as compared to $17.90
in the United States. Incidentally, the
British have no price-control law.

Mr. LAUSCHE. Then, the fact is that
the druggist in the United States had to
pay for these Merck drugs $17.90, and
in Great Britain the druggist paid $7.53,
s0 the druggist in the United States had
to pay approximately 150 percent more,
Is that correct?

Mr. KEFAUVER. That is correct.

Mr. LAUSCHE. I thank the Senator
very much.

Mr. EEFAUVER. Generally speaking,
the United States, with the exception of
Canada, is the highest priced drug coun-
try. In most cases the prices in Canada
are a little higher than those in the
United States, but next to Canada, the
prices in the United States are usually
highest.

Let us turn now to the question of
manufacturing costs.

MANUFACTURING COSTS

In order to avoid the problem which
would have arisen had the subcommittee
requested the drug manufacturers to
submit their production costs for indi-
vidual products, the subcommittee sub-
penaed their bulk purchases and sales
contracts.

Let me say, in that connection, com-
panies wusually object strenuously to
supplying breakdowns of their manu-
facturing costs by their various products.
In my opinion congressional committees
are entitled to get such information by
subpena. I think the courts would up-
hold the power of committees to do so.
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But the drug companies, of course, do

not want their competitors or the Con-
gress to know what their costs are. We
have tried to respect their wishes and
have not requested them to supply de-
tailed product cost breakdowns. Again
I wish to emphasize my belief that we
could get that information if the mat-
ter were brought to a contest. To avoid
the issue, however, we asked the com-
panies to give us their bulk sales prices.
These are the prices at which they buy
and sell drugs from each other in bulk
form. Among others, such information
was obtained for the generic product,
prednisolone. It is to be assumed that
on such bulk sales a profit is made. I
wish to emphasize that the bulk price
was not for a raw material which then
went into the production of predniso-
lone. It was not like flour, from which
with yeast, sugar, and other ingredients
bread is baked. It was for the finished
product itself, ready to be tested, tab-
leted, bottled, and sold. It was akin to
bread, not flour, Unfortunately, in many
articles about the hearings this key
point was missed.

The subcommittee obtained from sev-
eral independent companies quotations
for costs of tableting and bottling,
which also included a profit. The sub-
committee used a quotation which was
between the lowest and the highest cost
submitted by companies that would
tablet, bottle, and test this finished ma-
terial for anybody.

Schering does not itself make pred-
nisolone. Schering buys prednisolone
from Upjohn. Schering obtained it for
$2.37 a gram. That was the starting
point. Then we added to that the cost
of wastage, tableting, and bottling. We
arrived at a computed manufacturing
cost of $1.57 per 100 tablets, or 1.6 cents
per tablet.

The fact that this figure merely re-
flects production costs, and does not in-
clude distribution and selling costs, was
made clear at the time. We wanted the
companies themselves to furnish the
reasons for the difference between the
production cost of $1.57 and their price
to the druggist of $17.90. It was also
pointed out that the figure did not in-
clude that part of research, expenditure,
and profits not included in the bulk
sales price. Officials of Schering and
Upjohn were then asked to explain the
difference between the production cost
of $1.57 per hundred tablets and the
charge of $17.90 per hundred tablets to
druggists.

Mr. McNAMARA. Mr. President, will
the Senator yield?

Mr. EEFAUVER. I yield very hap-
pily to my distinguished friend from
Michigan.

Mr. McNAMARA. I should like the
senior Senator from Tennessee to know
that I have followed the hearings of the
Antitrust and Monopoly Subcommittee,
of which he is chairman, with a great
deal of interest. I commend him highly
for contributing so much to the welfare
of the aged of this Nation, because, as
the Senator knows, they are very much
concerned with this problem.

Mr. KEFAUVER. I know that if any
Member of the Senate has studied the
problems of the aged and is concerned
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about them, it is the Senator fromw

Michigan, because he is chairman of the

subcommittee which has been holding

hearings on the problems of the aged,

which includes, among others, the cost

grmedlca.lcareandtheeostorsecurinx
rugs.

Mr. McNAMARA. Does the Senator
know that the group affected most in-
tensely by the high cost of drugs are the
16 million men and women over 65,
and that in just 10 years there will be
20 million of them? This is a tremen-
dous problem for them. I am sure the
Senator has given them some considera-
tion, not only in the hearings, but also
in the report.

Recent information developed by the
Subcommittee on Problems of the Aged
and Aging reveals that while all age
groups spend $19 per person per year
for drugs and medications, those 65 and
over spend $42 per person, or about 214
times as much,

I suppose that information has been
called to the attention of the committee.

Mr. KEFAUVER. Yes. That infor-
mation was given to the committee by a
distinguished member of the subcom-
mittee of which the Senator from Mich-
igan is chairman. I refer to the Sena-
tor from West Virginia [Mr. RanporLrH].

Mr. McNAMARA. PFigures for 1958
indicate that one-fourth of the total cost
of medical care for our aged citizens was
accounted for by the cost of drugs and
medicines. In other words, drugs and
medicines account for 25 percent of their
total medical costs.

Does the Senator know that three out
of five people over 65—and this means
9.6 million people in this country—have
a money income of less than $1,000 per
year?

Mr,. EEFAUVER. What is the figure?

Mr. McNAMARA. Does the Senator
realize that three out of every five people
over the age of 65 in this country have a
money income of less than $1,000 per
year?

Mr. KEFAUVER. I have heard that.
I think that emphasizes the reason why
the older people have a very hard time
obtaining the high-priced drugs which
they need so badly.

Mr. McNAMARA. That is correct.
In our hearings over and over these peo-
ple referred to the work of the Senator’s
committee and to the concern they have
over the high cost of drugs. As people
get older they need more sedatives and
more drugs to fight arthritis and the
other crippling diseases which are more
prevalent among the older people.

Eighty percent of these Americans
have contributed a lifetime of productive
activity to the amazing growth of this
Nation. Now, in their later years, most
of them have less than $2,000 a year in-
come. I am sure the Senator from Ten-
nessee recognizes this is a real problem.

Mr. KEFAUVER. It certainly isa very
real problem.

Mr. McNAMARA. Many of the aged
people have been told to live off their
savings, when their incomes are too low
to sustain them. Does the Senator know
that 45 percent of these people had less
than $500 in ligquid assets in 1958, ac-
cording to governmental records, and 30
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percent had no liquid assets at all?
When it is said that those people should
live off their savings and should pay high
prices for drugs, that is simply no an-
swer at all,

Mr. EEFAUVER. I certainly agree
with the Senator, I commend the Sen-
ator for the work he is doing as chair-
man of the subcommittee.

Mr. LAUSCHE. Mr. President, will
the Senator yield to me so that I might
ask a question of the Senator from
Michigan?

Mr. EEFAUVER. Iyield for that pur-
pose.

Mr, LAUSCHE. What did the hear-
ings disclose about the ability of the
aged people to pay these prices, and
about whether they felt they were having
to pay inordinate prices for the drugs
they needed?

Mr. McNAMARA. We had much
testimony which indicated the older peo-
ple were making all sorts of efforts, by
forming cooperative groups, to try to get
lower or wholesale prices on the drugs.
These people are doing all sorts of things
to try to counteract the high cost of
drugs and medicines needed for the aged
people. They have been successful, in
some instances, in setting up some sort
of group cooperative.

However, some drug companies, re-
tailers and others try to cut off the sup-
plies from the wholesalers, when there
are these successful ventures in buying
drugs wholesale for these aged people.
The Golden Age Clubs go into this sort
of thing. All over the country there is
great interest.

Mr. LAUSCHE. What is the technique
of the operation, where the attempt is
made to cut off buying on a cooperative
basis?

Mr. McNAMARA. The attempt is
made to cut off the source of supply. In
one instance that I was told about the
manufacturer was told by the retail dis-
tributor, “If you are going to sell direct
to the consumers we are not going to buy
rroxcnlm you.” That was the technique
used.

Mr. LAUSCHE. The net result was
that the aged people had to buy in the
open market?

Mr., McNAMARA. That is correct.
They had to pay the high prices which
the Senator from Tennessee has been
pointing out.

Again, I thank the Senator from
Tennessee for the fine work he has been
doing, and I assure him that the people
in these so-called senior citizen groups
appreciate the efforts he has been mak-
ing in their behalf.

Mr. KEFAUVER. Mr. President, the
Senator has stated one of the big reasons
why this situation has become more and
more acute. These older people have
little income and almost no savings, yet
they need more and more drugs as they
get along in years.

I thank the Senator for his contribu-
tion, and I commend him for his work
on the committee.

Mr. McNAMARA, I thank the Sena-
tor from Tennessee.

Mr. EEFAUVER. Mr. President, the
explanation of the manufacturers for
the sizable markup over production costs
was essentially that large sums had to be
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paid for research, that their selling ex-
penses were high, and that their profits
were not unreasonable,

PROFITS

Let us turn then to the question of
profits. There was introduced in the
record a comparison of rates of return
on net worth, after taxes, after every-
thing, of selected industries for the year
1957, which was a normal year. 1958 was
a depression year for certain industries,
while 1957 was a typical year. The drug
industry was shown fo have a rate of re-
turn of 21.4 percent, which is the highest
of any manufacturing industry and ap-
proximately double that of the average
of all manufacturing, which is 11 per-
cent.

I hope the chart, which is at the back
of the Chamber, can be put up to a
higher level, so that Senators can see
it better.

Mr. President, it can be noted that
the average rate of return for all man-
ufacturing was about 11 percent, but in
the year selected the rate of return of
the drug industry, according to the re-
port, which was figured by the Federal
Trade Commission, was 21.4 percent,
after taxes.

Mr. CLARK. Mr. President, will the
Senator yield?

Mr. KEFAUVER. I yield to my good
friend from Pennsylvania.

Mr. CLARK. I have followed with
interest the exposition the Senator has
been making. The Senator was kind
enough to give me an advance copy of
his speech.

Mr. KEFAUVER. We are trying to
get copies for all Senators.

Mr. CLAREK. I read the speech with
great interest.

I should indicate my great sympathy
with the fine work the Senator is per-
forming. The profits of these drug com-
panies seem very large indeed. I should
disqualify myself on account of inter-
est, since I own 150 shares of stock of
Smith Kline & French.

Mr. KEFAUVER. I congratulate the
Senator. He has done very well.

Mr. CLARK. Iam happy indeed with
both the capital enhancement and the
refurn I have received. I do think the
profits are very high.

I wonder whether the Senator has any
specific remedy to suggest as to how we
can make the drugs cheaper for those
who need them so badly, even if I do
not receive quite so much in dividends,
within our free-enterprise system? How
can we achieve the desired result with-
out the imposition of Federal controls,
which we may be reluctant to impose?

Mr. EEFAUVER. I was going to come
a little bit later to the legislative rec-
ommendations, but since the Senator
has brought up the subject I think I can
point out certain recommendations now.

I do not think that any of us have
a whole lot of sympathy for anyone who
complains about profits of a person who
makes an item which is purely a luxury
and not a necessity of life or health.

Mr. CLARK. BSuch as lipstick?

Mr. KEFAUVER. Iam notsure about
lipstick. That might be something else.

The drug industry is diffierent. The
drug industry is an industry serving con-
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sumers who are sick people., Many of
them, as the Senator from Michigan
pointed out, are people with small in-
comes. The consumers of the ethical
drug industry are captives. They have
no opportunity to shop around whatso~
ever,

Mr. CLARK. Mr. President, will the
Senator yield further?

Mr. EEFAUVER. I will yield further
in just a moment.

I can think of no other place where
there should be more awareness of their
responsibility to the community than
in the drug industry. In the interest
of the public health, the pharmaceutical
manufacturers must see to it that drugs
are sold at prices that bring them within
the ordinary standard of life. To this
end there must be price competition in
the drug industry. That is what I am
talking about.

There are certain things which I think
specifically should be done. I shall go
into some detail on this matter.

The drug companies should, in their
elaborate advertising program, make the
generic name as prominent as the trade
name, so that doctors may see it.

In order to relieve any doubt about
the efficacy and safety of drugs pro-
duced by smaller firms, the Food and
Drug Act must be strengthened so as
to provide examination of the facilities
and products of all pharmaceutical man-
ufacturers—big and small.

Generally speaking, I am in favor of
the exclusive patent grant for the pur-
pose of encouraging incentive on the part
of innovators. However, in the drug in-
dustry we have a peculiar situation in
which the health of the Nation is in-
volved. A patient receives a prescrip-
tion for a particular drug; he cannot
shop around for alternatives. If the
company has a patent or is an exclusive
licensee, there are no other producers
and there is no check upon the price
which the company may charge.

I believe that in the public interest, in
order to have some competition and get
prices down, we should consider a licens-
ing provision, allowing qualified appli-
cants to enter into production and sale
upon payment of a reasonable royalty.
That was the Government’s patent pol-
icy when the Alien Property Custodian
sold Schering., I have not thought the
problem through in all its aspects, but
that is one possibility.

Mr. CLARK. Mr. President, will the
Senator further yield?

Mr. KEFAUVER. I am very happy to
yield.

Mr. CLARK. Has it occurred to the
Senator to explore the avenue that per-
haps the drug industry, because of the
factors which the Senator has just sum-
marized, is affected with a public inter-
est, and perhaps not too far removed, in
philosophy, at least, from public utilities,
which are given a monopoly of sorts, and
have long been subject to public regula-
tion,

Mr. KEEFAUVER. The position the
Senator has taken is recognized by some
foreign countries, which do not grant
product patents on drugs. Germany, for
example, which has produced perhaps
more new drugs than any other country,
grants no product patents because it rec-
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ognizes the importance of this industry
to the public health.

I will say to my friend from Pennsyl-
vdnia that the drug industry is charged
with a public interest. Several witnesses
before our committee have recom-
mended that drugs be put into the cate-
gory of public utilities and subjected to
regulation in the public interest.

I am not willing to go along with the
suggestion. I want to try ofher means,
along the lines of some legislative recom-
mendations which will be made. I be-
lieve those other means would do a great
deal toward correcting the situation. I
hope that the American economy does
not have to go to the extent of oufright
price regulation, but many people are
demanding it now.

Mr. CLAREK. Mr. President, will the
Senator yield for a final question?

il\l‘g‘. KEFAUVER. I am happy fo
yield.

Mr. CLARK. Does not the Senator
feel that the emphasis should be on the
high price of drugs, and the large profits
made by the drug manufacturers? I
understand that there is a necessary cor-
relation between the two, but does the
Senator feel that the amount of profit
made is relatively unimportant as com-
pared with the high price of the product,
which places it outside the capability
of so many people who need the drug to
buy it?

Mr. KEFAUVER. Yes. Iam infavor
of the companies making a good profit,
but I do not know how we can get away
from the excessive profit they are mak-
ing, and the excessive prices they are
charging for their drugs. I shall show
some examples of profits, salaries, stock
options, and so forth.

In connection with the matter of Gov-
ernment control of the prices of drugs, a
recent poll which I saw in the Evening
Star showed that between 65 and 70 per-
cent of the people polled felt that there
should be some Federal regulation, I

_hope we can find some other way.

Mr. LAUSCHE. Mr. President, will
the Senator yield?

Mr, KEFAUVER. I yield.

Mr. LAUSCHE. Am I correct in my
understanding that after it was disclosed
at the hearing that Schering and Upjohn
were getting $17.90 for 100 tablets which
cost them $1.57, they answered, “While
that may be true, and while the disparity
between the selling price and the pro-
duction price is great, our ultimate
profits are still only reasonable”?

Mr. KEFAUVER. Schering objected
on the grounds that other costs, such as
advertising expenditures, were not in-
cluded. But this of course was recog-
nized in the table itself. I shall point
out later that in the case of Mr. Hoyt,
of Carter Products, by using the same
process used for Schering, the calcula-
tion was shown to be exactly what he
stated his production cost was, down to
the fraction of a penny. Of course, most
of them argued that their profits were
not unreasonable.

Mr. LAUSCHE. After the argument
was made that the actual cost of pro-
ducing added to the cost of ad
and distribution left them only with a
reasonable profit, the subcommittee of
the Senator from Tennessee then looked
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into the profits that were made accord-
ing to the recorded statistics.

Mr. EEFAUVER. That is correct.

Mr. LAUSCHE. And when those sta-
tistics were examined, it was found that
the drug industry led the entire manu-
facturing industry in profits made.

Mr. KEFAUVER. It led all manu-
facturing industries in the profits made
on net worth. I believein 1 year cement
may have shown a little larger profit on
sales than did the drug industry. But
for the past several years, in terms of
both sales and investment, the drug in-
dustry has been leading the Nation. In
the case of Schering, Upjohn, and
Merck, I have their exact profits after
taxes. They are in the neighborhood of
20 percent on investment after taxes.

Mr. LAUSCHE. That is, according to
the chart, the drug manufacturers are
earning a profit of about 21.4 percent.

Mr. KEFAUVER. On net worth after
taxes.

Mr. LAUSCHE. And all manufactur-
ing shows an average profit of 11 per-
cent, on the basis of the same formula.

Mr. KEFAUVER. That is correct.

Mr. LAUSCHE. I may say to the Sen-
ator from Tennessee that in one of the
hearings conducted by the Surface
Transportation Subcommittee of the
Committee on Interstate and Foreign
Commerce we likewise had a chart,
which showed that the drug manufac-
turers were enjoying the highest profits,
and that the lowest profit was around
2 or 3 percent. The average indicated
there was 11 percent.

Mr. EEFAUVER. I thank the Senator
for that information. It is my under-
standing that the Federal Power Com-
mission and the various State regulatory
agencies feel that a reasonable profit on
worth, for the purpose of making rates,
is about 6 percent. This is a great deal
less than the drug industry has been
making.

Mr. LAUSCHE. I ask the Senator
whether, after these figures were dis-
closed, any explanation or justification
was given for the high profit of 21.4
percent?

Mr. EEFAUVER. Yes. The witnesses
said that the costs of research and the
need for growth were factors; that the
drug industry was a growth industry,
which had to make high profits. They
had a great deal to say about research,
and I will come to that later. I am in
favor of research. However, research
expenditures by 20 of the largest drug
companies is 6.4 percent of sales. Even
the drug manufacturing officials ad-
mitted this factor could not account for
their high prices.

Mr., LAUSCHE. Mr, President, will
the Senator yield?

Mr. KEFAUVER. I am delighted to
yield to the Senator.

Mr. LAUSCHE. I have before me the
table about which I spoke a moment ago.
It covers the corporate profits made in
1956. It was issued by the National
City Bank of New York. It likewise
shows that drugs and medicines were
first, and in 1956 had a profit of 224
percent. That means that it was 1 per-

cent higher in 1956 than it was in 1957.
The lowest in profits made were the fire
and casualty insurance companies, of
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2.2 percent. Seventy-three different
manuf; enterprises are shown,
and drugs and medicines are at the top
of the 73.

Mr. EEFAUVER. That is very inter-
esting. I thank the Senator from Ohio.
The available evidence indicates that
in terms of profits as a percent of sales,
the drug industry is outranked among
manufacturing industries only by ce-
ment, which has a considerably lower
profit rate in terms of investment.
From statistics of the Federal Trade
Commission it was revealed that in 1958
Schering’s profits, after taxes, were 23.2
as a percent of net worth; Merck 17.9
percent and Upjohn 18.9 percent.

Also, Schering Corp.’s cumulative
profits after taxes in the 5% years be-
tween 1952 and the first 6 months of
1957 were greater than the total price
at which the corporation had been pur-
chased from the Alien Property Custod-
ian in 1952.

That is shown by chart No. 4 in the
rear of the Chamber. In other words, in
515 years, their cumulative profits were
enough to recover the price paid the
Government for the property. That is
not anything like the case of Carter and
of Smith, Kline & French, which in much
less time earned enough to more than
pay for the value of the company. In
one case, in about 2 years they made
enough to pay for the net worth of the
company, if profits are calculated on the
cumulative basis.

PATENTS

It was developed during the hearings
that no company has as yet obtained a
patent on the product, prednisone.
However, between 1955 and 1958 cross-
licensing agreements were entered into
among Schering, Merck, Upjohn, Pfizer,
Parke Davis, and Ciba. Because of the
conflicting claims of priority for the dis-
covery of prednisone, the Patent Office,
following its usual custom, has placed
such claims in what it characterizes as
an interference proceeding. As of this
day, this proceeding has not been de-
cided. The license agreements entered
into between Schering and these other
companies provided, strangely enough,
that the companies would pay Schering
royalties for 3 years on the sales of
prednisone even though no patent had
issued. But of even greater impor-
tance, the license agreements provided
that the parties would only sell
prednisone in finished form, that is, in
tablet form ready for use. The purport
of this restriction is clear. By prohibit-
ing bulk sales, small companies could not
buy in bulk, do their own tableting and
bottling, and market the product.

There was a small producer of predni-
sone, the Syntex Corp. in Mexico, which
had filed a patent application for the
product, but at the time was not a party
to the license agreements. In 1957 Syn-
tex started making bulk sales of predni-
sone to small drug manufacturers in the
United States. The restrietive license
agreements then broke down because
when Syntex started making bulk sales,
Pfizer and Merck felt compelled to fol-
low suit. By virtue of these bulk sales,
small companies today are able to man-
ufacture and offer for sale prednisone
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at the low prices which I have mentioned.
However, if the interference proceed-
ings were to be settled tomorrow and a
patent were to be issued to any one of
the parties other than Syntex, the effect
of the license agreements would be to
cut off the bulk sources of supply to the
small manufacturers. This would even
apply to Syntex which now has an agree-
ment with Schering under which it is
to make no bulk sales if Schering gets
the patent, and the same restriction
would probably be imposed upon it if
any of the other applicants were to get
the patent.

I can only anticipate that if Schering,
having its cross-licensing agreements
with the big companies, gets a patent on
prednisone, these little companies, which
are selling to the druggists at lower
prices, as well as to the Government, are
not going to be able to sell at all. There
will be no price competition to the Gov-
ernment or to anyone else, if that should
happen.

SELLING EXPENSES AND ADVERTISING CLAIMS

Because of the importance of sales
promotion both as a cost factor and as
a means of obtaining a share of the mar-
ket, selling costs and advertising claims
were inquired into during the steroid
hormone hearings. In 1958 Merck put
dexamethasone on the market under the
trade name, Decadron. Even its own
medical director acknowledged before
the subcommittee that some of the
claims made by Merck for the product
were overstated, and that some of the
side effects were understated. This re-
lates to the advertising that goes to the
doctors, which has great influence upon
them in preseribing for their patients.

Merck furnished the subcommittee
with samples of some 60 to 70 direct
mailings to physicians for this one prod-
uct, Decadron, which it had sent out in
just 1 year. With 150,000 practicing
physicians in the country, this represents
a total of around 10 million pieces of
mail for 1 company for 1 product in
1 year. Upjohn has over 1,000 detail
men out of a total employment of
around 5,000. According to a survey of
the 20 largest drug companies conducted
by the subcommittee, selling expenses
average 24 percent of the sales dollar.
With an annual sales volume of over $2
billion, this means that around half a
billion dollars is spent every year in
vying for the doctor’s attention. This
is an annual selling expenditure of over
$3,000 per doctor. Isit any wonder that
many physicians have written to the
subcommittee complaining that they are
literally being inundated with advertis-
ing and promotional material, much of
which, they say, is immediately thrown
into the wastebasket without being read.

Now I turn to the second drug hear-
ings which were held; namely, the hear-
ings on tranquilizers. These were very
important hearings.

The chart in the rear of the Chamber
contains a breakdown of sales dollars
of 20 major companies, showing how one
dollar is broken down.

It will be seen that the cost of the
goods ranges from 19.2 cents to 32.3
cents. The figure on the left is the aver-
age. Research is 6.4 cents. General
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and administrative expense is 11.2 cents.
Selling comprises 24 cents of the sales
dollar. Taxes take 13 cents. The profit
after taxes is 13.1 cents.

Some companies spend a little more
on research. Some do not spend as
much, such as American Home Products
Corp., which spends a little more than 2
cents out of each dollar on research.
But on the average the selling cost is
approximately 4 times the amount spent
for research. Those figures will be seen
on the chart.

THE NATURE AND IMPORTANCE OF TRANQUILIZERS

On January 21, 1960, the subcommit-
tee began its second product hearings
dealing with tranquilizers. Tranquil-
izers are of very recent origin, having
been first introduced commercially in
this country in the early 1950’s. Sales
are estimated to be in the neighborhood
of $175 to $200 million a year. There
are three main classes of tranquilizers.
First, there are the phenothiazine de-
rivatives, principal among which are
thorazine and compazine, which are sold
in this country by Smith Kline & French.
Second, there are the alkaloids of rau-
wolfia serpentina including principally
reserpine sold in this country by Ciba
Pharmaceutical Products under the trade
name Serpasil.

I interpolate to say that rauwolfia has
had a long and interesting career. The
crude root was used 1,000 years ago be-
cause it was found to have tranquilizing
effects. The Indians went far in iso-
lating the important alkaloids in the
crude material.

Then, in recent years, Ciba made some
further refinement in the product and
secured patemts in many countries of the
world on reserpine. It sells this product
under the trade name of Serpasil. Ciba
has an American subsidiary.

The third class of tranquilizers is a
miscellaneous group, the principal among
which is meprobamate, sold in the
United States under the trade name of
Miltown by Carter Products, and of
Equanil by Wyeth, a subsidiary of Amer-
ican Home Products Corp.

All these drugs are sold under pre-
seription. They are used not only in
mental hospitals but also in the treat-
ment of patients living ordinary lives but
suffering from anxiety and tension,
neurotic symptoms, emotional upsets,
and the like. The phenothiazine deriva-
tives and the derivatives of rauwolfia ser-
pentina are frequently referred to as
“potent” tranquilizers in that a large
portion of their total use is for the treat-
ment of hospitalized and other seriously
ill mental patients. Meprobamate has
been referred to as a “mild"” tranquilizer
in that its principal use is in the treat-
ment of nonhospitalized patients for the
relief of anxiety and nervous tension.

The potent tranquilizers have been of
great value to mental institutions in the
treatment of hospitalized patients. Not
only have the problems of treatment
within the hospitals been eased, but it
has been possible to release a substantial
number of patients who would still be
hospitalized had it not been for the
development of these new drugs. To
prevent a recurrence of their ailment,
however, it is frequently essential that
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these released patients continue treat-
ment with the tranquilizing drugs. To
such patients, their families, and indeed
to society as a whole, the price which
they have to pay for these drugs becomes
a matter of gravest importance.

As a matter of fact, we received testi-
mony that after a number of patients
had been released from mental institu-
tions or hospitals and were told to con-
tinue taking tranquilizers, it was neces-
sary for them to return to the hospitals
to get them, because the patients could
not afford to buy tranquilizers them-
selves. Similarly, to taxpayers generally
the price which must be paid for tran-
quilizers by tax-supported mental hos-
pitals is a matter of no small moment.

The leading producers of tranquilizers
are Smith Kline & French, Carter Prod-
ucts, Ine., American Home Products
Corp., through its Wyeth division, and
Ciba Pharmaceutical Products of the
United States, Inc. Representatives of
these companies were invited to appear
and were heard during the course of the
tranquilizer hearings.

THE PRINCIPAL TRANQUILIZERS

Foremost among the potent tran-
quilizers is the product Thorazine, which
is manufactured and sold by Smith
Kline & French Co. under an exclusive
license arrangement with the French
company Rhone-Poulenc, which de-
veloped the product and holds the U.S.
patent.

Quite a number of these products
were developed in France and in other
countries, and they are sold in the
United States under various types of li-
censing agreements.

The discovery of the tranquilizing
property of this product was made by Dr,
Fritz Lehmann, of Canada, working with
material supplied by Rhone-Poulenec.
Dr., Lehmann testified before our com-
mittee. He is a very eminent psychia-
trist.

Introduced into the United States in
1954, Thorazine is the principal tran-
quilizer used in mental institutions.
Smith Kline & French also markets and
sells a related tranquilizer, Compazine,
under an identical arrangement. Also
originated by Rhone-Poulenc, of
France, this drug was introduced in the
United States in 1956.

In 1955 the Carter Products Co.
brought onto the American market me-
probamate, which it markets and sells as
Miltown. Carter Products licensed one
other American manufacturer to sell
meprobamate in the United States, the
American Home Products Co., which
sells the product through its Wyeth di-
vision as Equanil,

There is a very unusual situation with
reference to the Carter Products Co. and
its sales of meprobamate. The only
competition this company has in the
United States is with Wyeth, its licensee,
which sells the product as Equanil,
Both companies sell their products at
identical prices. Their bids to the Gov-
ernment have been identical on all oc-
casions except one. The companies
make a very small reduction to the Gov=
ernment in comparison with other com=
panies, because they have an exclusive
monopoly.
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I do not know whether this table can
be placed in the REcorp, but Wyeth and
Carter, regardless of the amount of the
purchases, have always ended, with the
one exception, at the same price to the
Military Medical Supply Agency. The
price might vary a little—a few cents up
or a few cents down—for 500 tablets.
The tablets are sold to MMSA in bottles
of 500. Yet the prices of both com-
panies are identical.

It does not make any difference how
large the bid is. One was for $882,000.
Another was for $121,000. In both cases
the prices were identical—$20.25 for 500.
In early 1958 there were contracts on
which each bid $22.50. How each com-
pany could know exactly how many cents
they were going up and how many cents
they were going down is quite difficult
to understand. As a matter of fact, in
the middle of our hearings the Govern-
ment brought an indictment against
them, under the antitrust laws.

Mr. ELLENDER. Mr. President, will
the Senator from Tennessee yield?

il\l{ir. KEFAUVER. I am very happy to
yield.

Mr, ELLENDER. Is that product
made abroad?

Mr. EEFAUVER. The only seller
abroad, under the name Miltown, is
American Cyanamid,

Mr, ELLENDER. The Senator from
Tennessee referred to a product which
is sold in two separate places at the
identical price. Where is the base of
that product obtained?

Mr. KEFAUVER. Here in the United
States.

Mr. ELLENDER. And only two com-
panies manufacture it?

Mr. EKEFAUVER. Only two com-
panies sell it in the United States.

As a matter of fact, Carter, which
has the basic patent, does not manufac-
ture the product at all. Carter has con-
tracts with five or six small chemical
companies which manufacture the fin-
ished bulk product for Carter, and then
Carter sells the bulk product to its
licensees. Carter sells the powder to
Wyeth for its sales of Equanil in the
United States; it has also sold to Ameri-
can Cyanamid, which is the foreign sales
representative of Carter on sales of
Miltown abroad.

Mr. ELLENDER. Is it not true that
the company which furnishes the prod-
uct requires that it be sold everywhere
at the same price?

Mr. EEFAUVER. Such a requirement
would be in violation of the antitrust
law; that is clear. A company cannot
use its patent to force the licensees to
sell the product at the same price.

Mr. ELLENDER. So when the Senator
says this is a monopoly, I suppose he is
on good ground, is he not?

Mr. KEFAUVER. Yes; itisa complete
monopoly. Carter has a complete mo-
nopoly, by patent protection. Carter
licenses one company—American Home
Products—for domestic sales in the
United States and abroad, and Carter
licenses another company—American
Cyanamid—for sales of Miltown outside
the United States.

I wish to point out an interesting
thing: Many people have been asking
why the foreign prices are so much lower
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than the American prices. This situa-
tion is a very interesting one in that re-
spect. Carter Products, Ine., sells in
bulk to Wyeth, which is part of Ameri-
can Home Products, here in the United
States. In 1958 it sold $10 a pound.

Mr. ELLENDER. That is the price in
the United States?

Mr, KEFAUVER. Yes, plus a royalty;
and of course Wyeth sells under the
name Equanil. But Carter’s foreign sales
are handled by American Cyanamid; and
Carter sold the same product in 1958 to
American Cyanamid for under $5 a
pound—Iless than half the price paid by
Wyeth.

Mr. ELLENDER. Is American Cyana-
mid a U.S. company?

Mr. EEFAUVER. Yes; and it has sub-
sidiaries abroad.

Mr. ELLENDER. But it does not sell
in this country?

Mr. EEFAUVER. No; Carter has not
licensed it to sell in the United States.
My point is that in the case of this prod-
uct, so far as the bulk material is con-
cerned, American Cyanamid gets the
basic product at a much lower price for
sales abroad than Wyeth does for sales
in the United States.

Mr. ELLENDER., Are those products
manufactured in this country or abroad?

Mr. KEFAUVER. All of them are
manufactured in this country.

Mr. ELLENDER. How does the Sen-
ator account for the difference in price?

Mr. KEFAUVER. Does the Senator
mean the difference between the price to
Wyeth and the price to American Cy-
anamid?

Mr. ELLENDER. Yes.

Mr. KEFAUVER. The difference is
due to a policy decision by Carter.

Mr. ELLENDER. A moment ago,
when I was asking questions, I was par-
ticularly interested in the produet which
is manufactured abroad. Did the Sena-
tor find that various companies handle
that product in the United States; or
does only one company handle it in the
United States? I refer to meprobamate.

Mr. KEEFAUVER. Carter sells under
the name of Miltown and it has licensed
one company, American Home, to sell in
the United States. American Home sells
under the trade name Equanil.

Mr. ELLENDER. It is the same
product?

Y er KEFAUVER. Yes; they are iden-
cal.

Mr. ELLENDER. The product to
which the Senator from Tennessee has
referred is sold abroad; and in the United
States it is sold by these two companies,
is it? Does the Senator know whether
the contracts are similar? In other
words, do they pay the same price?

Mr., EEFAUVER. In foreign coun-
tries?

Mr. ELLENDER. No; I refer to the
product which is sold in the United
States, but is manufactured abroad.

Mr. KEFAUVER. None that is manu-
factured abroad is sold in the United
States.

Mr. ELLENDER. A moment ago the
Senator from Tennessee said a certain
product which is manufactured abroad
is handled by two companies in this
country, and that, for some reason or
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other, the price charged for the product
to both companies is the same.

Mr., EEFAUVER. We were talking
about Smith Kline & French, which has
Compazine and Thorazine, and which
has a license from Rhone-Poulenc, of
France.

Mr. ELLENDER. Are the prices to
the two companies the same?

Mr. EEFAUVER. Only one company
has an exclusive license,

Mr ER. I thought there
were two.

Mr. EEFAUVER. Two on meproba-
mate. Smith Kline & French is exclu-
sively licensed for Thorazine and Compa-
zine. Those are two products, not two
companies.

On meprobamate I think the point
which it is important to make is that
Carter sells to an American company
which is going to sell abroad at half the
price that Carter sells to the American
company—Wyeth—which will sell here
in the United States.

Mr. ELLENDER. Of course, the Sena-
tor from Tennessee realizes that that
situation is not confined to drugs—
when a product made in the United
States is sold cheaper abroad. For in-
stance, the Singer sewing machine sells
in the United States for $125 or $130,
but abroad it can be purchased for $50;
and the same is true of automobiles and
various other commodities produced in
the United States.

Mr. KEFAUVER. I was not aware of
the situation in the case of Singer sew-
ing machines.

Mr. ELLENDER. That may not be
true today, but it used to be. I know
there is a difference. American prod-
ucts can be bought abroad much cheaper
than the prices at which they can be
purchased in the United States; and that
situation is not confined to drugs.

Mr. KEFAUVER. I understand that
is true. Of course, in the case of sewing
machines, competition may have some-
thing to do with the price, and may hold
down the price.

But only in limited areas is there any
price competition in the drug business.
And even though the sales price in other
countries may be much lower—as I shall
show in the case of a great many of
these products—than the price in the
United States, I do not see why sick peo-
ple in the United States cannot get some-
thing in the nature of a “break,” in terms
of the prices they have to pay, as com-
pared to the prices charged in other
countries.

Even when the drugs are made here
in the United States, they frequently are
sold at prices very much lower in other
countries. I think the whole thing is
topsy-turvy, and not fair or right.

Mr. HOLLAND. Mr. President, will
the Senator yield?

Mr. KEFAUVER. I yield.

Mr. HOLLAND. I understand Carter
sells to the one company which is
licensed to sell to the American public
at twice as much as to the one company
it licenses to sell to the rest of the world.

Mr. EEFAUVER. That is correct.

Mr. HOLLAND. How does it justify
or explain such a price difference since
it holds a monopoly in this field?
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Mr. EEFAUVER. That is the price
Carter fixes. There is no price competi-
tion in the United States. Carter has
a patent monopoly.

Mr., HOLLAND. Is there no anti-
monopoly law that would reach to that
kind of operation?

Mr. KEFAUVER. As I have said, the
two companies, Carter and Wyeth, have
now been indicted for a violation of the
Sherman Act. This difference in price
may have been a factor leading to the
indictment. But it is not a violation of
the Robinson-Patman Act since the cus-
tomers of Wyeth are not the customers
of American Cyanamid.

Mr. ELLENDER. Mr, President, will
the Senator yield?

Mr. KEFAUVER. Iyield.

Mr. ELLENDER. If the company has
an exclusive patent, it could not be
reached through the antitrust laws.

Mr. EEFAUVER. That is correct. In
the field of drugs which are absolutely
necessary to life, the testimony shows
that where companies are thoughtful
enough to issue several licenses and get
royalties, the little companies can get
into the business and compete, and that
practice results in saving the Govern-
ment a tremendous amount of money.
Prednisone, which was sold to druggists
at $170 per thousand, was sold to the
Government, on bid, at $20. The same
company that sold it at $170 offered it,
on bid, for $23 to the Government. If
little companies cannot get into the busi-
ness, price competition is absent, and the
price to the Government remains high.
I think, with respect to drugs that are
a necessity of life, we ought to seriously
consider whether it would be good pub-
lic policy that companies be required to
license a qualified applicant upon pay-
ment of a reasonable royalty.

Mr. ELLENDER. We might also look
into the applicability of patent laws.
That would be a way to reach them.

Mr. KEFAUVER. That is right.

Mr. ELLENDER. Particularly where
the companies sell the same product at
different prices to Americans than they
do abroad. It strikes me we might be
able to reach them in that manner.

Mr. KEFAUVER. Ithank the Senator
for his observations and suggestions.
We certainly expect to go into them.

In 1954 Ciba, Ltd., of Basle, Switzer-
land, obtained patents in many countries,
including the United States, covering re-
serpine, which it markets under the trade
name Serpasil.

As I pointed out a little while ago,
reserpine is a refinement of rauwolfia,
which was used 1,000 years ago in India.
It is the bark off a root.

When Ciba introduced this product on
the American market, it freely granted
licenses to manufacture and made no
restrictions on sales in bulk. Reserpine
is thus the only important tranquilizer
available to, and sold in the United
States, by small manufacturers. In
other words, in the case of the other
major tranquilizers, there is a patent
monopoly. But Ciba, perhaps not being
so sure about its patent, since it involves
a product which had been used 1,000
yvears ago, has permitted small manu-
facturers to sell it.




6232

PRICES IN FOREIGN COUNTRIES

Although Thorazine is sold to the
American druggists in bottles of 50 tab-
lets of 25-mgm. size for $3.03, the same
product is sold in Paris, France, for 51
cents: in Rome, Italy, for $1.22; and in
Sydney, Australia, for 94 cents.

Meprobamate, sold in the United
States by both Carter and American
Home Products to the druggists at $3.25
for 50 tablets of 400 mgm. size, was sold
in Germany by American Cyanamid
under a license arrangement with Carter
for 69 cents, in Argentina for 74%% cents,
and in Italy for $1.77.

Reserpine, sold by Ciba as Serpasil to
druggists for $4.50 in bottles of 100 tab-
lets of 0.25-mgm. size, is sold in Paris,
France, for 83 cents; in Germany for
$1.05; in Australia for $1.35; and in
Holland for $1.09. A small company,
the Panray Corp., sells reserpine to
druggists for $2.656 in bottles of 1,000
tablets of 0.25-mgm. size—for which
Ciba charges druggists $39.50. The
president of the Panray Corp., stated
that his product met the very rigid tests
imposed upon his company in order to
sell to MMSA and was identical with the
product sold by Ciba as Serpasil.

Now I shall refer to something I am
sure the Senator from Florida [Mr.
Horruann] will be interested in hearing,
and I hope the Senator from Louisiana
[Mr. ErrLENDpErR], who is always very
careful about appropriations, will read.

‘BID PRICES TO GOVERNMENT PURCHASING
AGENCIES

Since a number of suppliers of reser-
pine were available, the Military Medi-
cal Supply Agency—and the amount of
drugs this Military Medical Supply
Agency buys is stupendous, as is true of
the Veterans' Administration—asked for
and sought competitive bids on reser-
pine under the generic name rather
than trade name. Based upon records
of MMSA, the price of reserpine con-
sistently tended downward under the
impetus of competition from smaller
manufacturers. In February 1959, Ciba
Pharmaceutical Products, while charg-
ing druggists $39.50 for 1,000 tablets of
0.25-mgm. size, sold MMSA the same
quantity for 60 cents. Because of com-
petition, the Government was able to
acquire for 60 cents the same product,
in the same quantity, for which the
American druggists had to pay $39.50.
It was sold to the Government at only
11 percent of the price at which it was
and is being sold to the druggists.

MANUFACTURING COSTS

A rather unusual situation exists with
regard to the production of meproba-
mate. It is not made by Carter itself.
Rather, Carter has the bulk product
manufactured for it, under agreement,
by six producers. The average cost to
Carter for meprobamate in December
1958 amounted to $4.35 per pound.
Again using the bulk price as a base and
adding to it the costs of tableting and
bottling as quoted by an independent
firm, the subcommittee staff arrived at
a production cost to Carter per 400 mgm.
tablet of 0.7 cent. It is to be remem-
bered that on the bulk purchases to
Carter a satisfactory profit had been
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made by the manufacturers of the bulk
powder. It is also to be remembered
that the independent bottling com-
pany’s charge for testing, tableting,
bottling, and labeling also included a
profit. When the production cost of 0.7
cent per tablet was introduced in the
record and the president of Carter Prod-
ucts was asked to comment, he produced
a table of his own representing Miltown
costs and profits per tablet. His manu-
facturing cost coincided exactly with the
figure of 0.7 cent per tablet presented by
the subcommittee staff. The incident
which I have just recounted adequately
confirms the soundness of the method
adopted by the subcommittee's staff.

I shall digress at this time. The com-
mittee was criticized for reconstructing
the production cost of prednisolone. It
s0 happens that Schering, which makes
no prednisolone, bought it from Upjohn.
As I have stated, we have not asked the
drug companies for their cost break-
downs, although I think we would have
a right to do so. ' The staff fizured what
Schering had paid Upjohn for the fin-
ished bulk rroduet in bulk form and
secured the medium bid—not the lowest,
not the highest—from a company to
tablet, bottle, and label the product. As
I have said, we came up with a produc-
tion cost of 1.6 cents per tablet for
prednisolone.

We then asked Schering to explain
what made up the difference between 1.6
cents and their price to the druggist of
17.9 cents. They, of course, talked
about research costs, taxes and other
expenses, and advertising costs.

After the hearing we found that
some small suppliers were selling pred-
nisolone for less than 2 cents per tablet,
which was a little bit more than the
production cost fizured by our staff.

If Senators will compare the two
charts, the same method was followed
as to Miltown and Equanil. The total
cost to Carter Products, Inc., for produc-
ing 1,000 tablets was figured to be $7.32,
based on the cost to Carter of $3.84 for
the material. We added the estimated
wastage, the costs of tableting and bot-
tling. The cost per tablet to Carter was
figured by the staff to be seven-tenths of
1 cent. 'To Wyeth it was figured to be
1.5 cents. It will be remembered that
Carter charges considerably more for the
materials going to Wyeth than it pays
itself, and then Wyeth pays Carter a
royalty on its sales.

Mr. Hoyt, the president of Carter,
then offered a cost breakdown prepared
by the company itself. His figures for
manufacturing cost turned out to be
exactly the same as the figure computed
by the staff—seven-tenths of 1 cent.
Carter’s price to the wholesalers is 5.1
cents.

PROFITS

Except for reserpine, the American
tranquilizer market is characterized by
monopoly control effected through pat-
ents and license agreements. The
highest profit companies in all Ameri-
can industry are found in this field.
According to figures of the Federal
Trade Commission, Carter Products,
Ine., for the year 1958 enjoyed a rate of
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return after taxes on net worth of ap=-
proximately 44 percent; Smith Kline &
French of approximately 35 percent;
and American Home Products Corp., of
approximately 35 percent.

It will be seen from the chart Carter
Products, Ine., first made full returns
beginning in 1957, so that we have only
the information for the years 1957, 1958,
and 1959. It will be seen that profits on
net worth after taxes, and after re-
search, have been in the neighborhood
of 45 to 50 percent. The chart also
shows the fizures for Smith Kline &
French, averaging over 40 percent, and
American Home Products Corp., aver-
ages 35 percent, or a little more, as
shown for the last several years.

I should point out that the profits of
Carter were included in the calcula-
tions in arriving at the 21.4-percent
profit for the drug industry, but Amer-
ican Home Products Corp. manufactures
a lot of other things in many other fields,
and is not primarily a drug-manufactur-
ing concern, so the figure for that com-
pany is not included.

According to Fortune magazine’s rank-
ing of the 500 major industrial corpora-
tions by net profits after taxes as a per-
cent of invested capital, American Home
Products ranked first and Smith, Kline &
French second. Had Carter Products,
Ine., been among the 500 largest firms,
for which figures were gotten together
by Fortune magazine, it would have out-
ranked them all, with a net profit after
taxes on invested capital of 38.2 percent.

For the Recorp, I think it is well to
point out there is a slight difference in
the way the Federal Trade Commission
fizures net worth after taxes, and the
way Forfune magazine, whose staff did
an excellent job in getting up this rank-
ing, figured net worth, on what they
called “investment.”

The Federal Trade Commission takes
the fizures at the end of the year, when
the accrued or kept profits are put into
the company, and averages that with the
situation at the beginning of the year
in figuring net worth. Fortune maga-
zine took the figures at the end of the
year; that is, after the retained earnings
had been put into the corporation. So
Fortune magazine’s percentages would
be a little lower than the Federal Trade
Commission figures, but not much.

STOCK APPRECIATION

Another way of appraising the extraor-
dinary profitability of the drug compa-
nies is by examining the appreciation of
their stock. How has the profitability
of this industry reflected itself in stock
prices and dividends? On January 3,
1949, 400 shares of American Home Prod-
ucts stock could have been purchased
for $10,000. The stock was split 2 for 1
on November 14, 1957. The market value
of 800 shares at the closing price on
December 31, 1959, of 17115 amounted to
$137,200. On an investment of $10,000
this is a net gain of $127,200 in an 11-
vear period. During this same 1l-year
period, total dividends on the original
purchase would have returned a total of
$16,480.

On December 31, 1948, 225 shares
of Smith Kline & French stock could
have been purchased for $9,900. This




1960

stock was split 2 for 1 on September 13,
1950, 3 for 1 in November 1954, and
3 for 1 on May 29, 1959, or a total of
18 for 1 over this period. The market
value of 4,060 shares—225 times 18—at
the closing price on December 31, 1959,
of 6012 would have been $244,013. On
a $10,000 investment this is a net gain
during the 11-year period of over $230,-
000. During this same 11-year period
total dividends on the original purchase
would have amounted to $20,070, or twice
the investment. In citing these figures I
want to reemphasize my belief in the
profit system, and in the desirability of
reasonable profits. But an essential ele-
ment of the profit system is the exist-
ence of price competition, which, it is
assumed, is the force that protects the
consuming public. But with profits such
as I have cited here, can there be any
doubt that there is little or no price
competition among the major drug
manufacturers?

Mr, JACKSON. Mr, President, will
the Senator yield?

Mr. KEFAUVER. I am happy to yield
to the distinguished Senator from Wash-
ington.

Mr. JACKSON. I have not had an
opportunity to follow in detail the work
of the chairman of the subcommittee,
the distinguished senior Senator from
Tennessee. I do know, however, that as
a good lawyer he has always pursued
his investigations with a high sense of
objectivity. I feel that this is indeed a
vital area of public interest. I am sure
the Chairman knows that any wrong-
doing, as far as the effect on the public
is concerned, does not justify a con-
demnation of all drug companies. But
it is clear from the evidence presented
here by the Senator from Tennessee
that harmful practices are widespread.
I wish to commend the Senator for
bringing to the attention of the Senate
today this very important problem af-
fecting all Americans.

Mr. EEFAUVER. I thank the Sena-
tor from Washington very much for his
interest and for his contribution.

Mr. SMATHERS. Mr. President, will
the Senator yield?

Mr, KEEFAUVER. I am very happy to
yield to the distinguished Senator from
Florida, who has given this subject much
consideration and study over a period of
many years, and who was the first and
very impressive witness before our sub-
committee when we started this series of
hearings.

Mr. SMATHERS. I wish to highly
compliment the able Senator from
Tennessee, first, on conducting this in-
vestigation, which is so vital to so many
American citizens, particularly the
elderly American citizens who, as they
move down life’s pathway, find them-
selves developing various types of
diseases and needing wvarious types of
medical remedies to keep themselves
going.

We have a large percentage of those
people in our State. I know from my
visits to the State that they are greatly
impressed with the hearings which the
Senator from Tennessee is conducting.
They, like many of us, are considerably
disturbed by what is becoming more and
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more clear, namely, that there are cer-
tain drug manufacturers—and I do nof
say all of them are, and I am sure the
Senator from Tennessee does not include
all of them or wishes to bring a blanket
indictment against all of them—who are
taking what amounts to an exorbitant
profit with respect to what the cost to
them is of manufacturing their product,
as compared with what they are asking
for it when they merchandise that
product. It weighs very heavily on these
elderly people, and they are applauding
the fine job the Senator from Tennessee
is doing.

They recognize just as well as I do
that he is being criticized by certain
groups. Of course that is the privilege
in every democracy, that those who
wish to make protest can easily and
readily do so. However, the people in
my State, generally speaking, highly ap-
prove of the hearings which the Senator
from Tennessee is conducting in the
objective and impartial manner that he
is following. They cannot help believe
from what they have learned firsthand
in what he is developing that the pat-
tern of too high prices for low-cost
drugs should somehow be stopped.

I cannot help but believe that my
friends in the drug manufacturing in-
dustry and also many of my doctor
friends, if they wish to head off what
will amount to socialized medicine, along
with the socialization of other parts of
our industry, must recognize that some
relief must be given to the average citi-
zen, particularly the elderly citizen who
must use these drugs and who does need
some medical attention. Certainly there
must be some better way found than
now exists with respect to the purchas-
ing of these drugs, so that they may be
within the reach of those people who
need them the most.

My doctor friends, I believe, are be-
ginning to realize that there must be a
better way, as the facts are unfolded in
connection with the drug investigation.
I believe that most of my doctor friends
recognize that in many instances these
prices are out of line. Not only are
these protests, from the people who
must pay for the drugs, directed against
the drug producers, but in many in-
stances also against the doctors, who,
in fact, do not deserve to have them
directed against them. They seem to
be the recipients of a great many pro-
tests of which they are not deserving.

I should think that they would be very
happy to join with the able Senator
from Tennessee in getting to the public
all the information with respect to this
investigation, so that the average person
who must buy drugs will recognize that
it is not so much the doctor bill which
is so high, but that it is the general cost
of medicines which has gone up, in some
cases justifiably, but in many instances
beyond the measure of reasonable
justification.

So, Mr. President, I wish to congratu-
late the able Senator from Tennessee for
the job he is doing. I know he will keep
up the work, and follow it to its logical
conclusion.

I am sure we do not want to regulate
industry. However, I would think that
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certainly an industry in which it has
been demonstrated that a few members
of it have gotten themselves out of line
with respect to what is a reasonable
profit, ought to bring themselves back
into line on a voluntary basis. Other-
wise, in time, as certain as we stand here
on the floor of the Senate, the protests of
the American citizenry will be so persua-
sive and so uniform and so loud that if
the industry does not correct this situa-
tion itself, then unfortunately the
Government will be forced ultimately to
move into this field. That is something
none of us wants.

Therefore, I believe that the Senator
from Tennessee is doing a service to the
drug industry and to everyone else by
laying on the record the facts, so that
everyone might see them, in the hope
that those people who have most to do
with some of these rather unpleasant
facts will themselves remedy the situa-
tion so that the Government will not
have to move in and remedy it.

Mr. KEFAUVER. Mr. President, I
am very grateful to my distinguished
friend from Florida for the statements
he has made. I certainly agree with
him, If there is any man in the Senate
who has dug into this problem over a
period of many years and knows it at
first hand, it is the Senator from Florida.
He has been very encouraging to the
members of the subcommittee and to our
staff so that we might do the best job of
which we are capable. We certainly
appreciate his support. I feel as he does
that we do not want to have price fixing
and Government regulation. Much
could be done to lessen the severity of the
problem through cooperation among the
pharmaceutical industry, the pharma-
cists, and the medical profession. Co-
operative efforts of this type would be
far more helpful to the public interest
than the preparation and issuance of un-
founded attacks upon the subcommittee.

What the Senator said about the cost
of drugs and the influence it is having,
and the pressures all this might bring
for something other than a free enter-
prise system, is shown by a recent poll.
It shows that most people think that
prices ought to be regulated. We want
to reverse the trend of that poll and that
can be achieved only by the existence of
price competition in the industry. An-
other point I think should be borne
always in mind is that last year, for the
first time, the expenditures on drugs and
appliances amounted to more than for
medical fees. That is a matter to which
physicians, I am sure, are giving a great
deal of consideration. I thank my col-
league very much for his statement and
contribution.

Mr. HILIL. Mr. President, will the
Senator yield?

Mr. EEFAUVER. I am very happy to
yvield to my good friend from Alabama,
the chairman of the Commitiee on Labor
and Public Welfare.

Mr, HILL. I have not had an oppor=
tunity to read the testimony before the
Senator's subcommittee; but certainly
no one could have been present today
and heard the speech of the Senator
from Tennessee and the very revealing
statements he has made—and, I may
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say, in many instances they were chal-
lenging statements—without being very
much impressed, or without realizing
the excellent work he has done. He
has been devoted and hardworking, and
has given leadership to a matier which
is of the utmost importance, not only,
particularly, to our senior citizens, as
has been emphasized by the Senator
from Florida [Mr. SwmaTHERS], but
really to all the people. I commend
the senior Senator from Tennessee upon
the work he has done.

Has the Senator received adequate co-
operation in his investigation from the
various Government agencies concerned
with this problem?

Mr. EEFAUVER. We have not as yet
called the representatives of some of the
Government agencies before us. We
shall do so. But I must say that I re-
gret that the cooperation from the Na-
tional Institutes of Health has been
rather limited. This has forced the staff
of the subcommittee to go to a great
deal of difficulty in getting from other
sources technical information which we
thought the NIH could have furnished us
immediately.

Mr. HILL. Does the Senator know of
any reason why the NIH has not been
more cooperative?

Mr. EEFAUVER. I do not know; but
Dr. Shannon has supplied only a limited
part of the information which we have
requested. What we have sought from
NIH is technical information concerning
the nature of properties of important
drugs on which they have expert knowl-
edge.

Mr. HILL., Has Dr. Shannon stated
any reason for not doing so?

Mr. EEFAUVER. I know of no par-
ticular reason why he has not done so.
We have received fair cooperation from
the Food and Drug Administration. I
hope we shall secure their full coopera-
tion on legislative recommendations and
in their testimony.

I have reason to believe that the Fed-
eral Trade Commission, which has some
part in this work in connection with
misleading and false advertising, will
give us very good cooperation. But cer-
tainly we could use better cooperation
from the NIH.

Mr. HILL. Has the Senator from
Tennessee any particular thought or sug-
gestion in mind with reference to such
cooperation?

Mr. KEFAUVER. We need the tech-
nical knowledge and information of their
scientists in the evaluation of these
drugs. We also need their help in pro-
viding information concerning the side
effects of drugs for purposes of com-
parison with the claims made in the ad-
vertisements of the pharmaceutical
houses. Such information has been very
late in getting to us, and very scanty
when it has arrived. There can be no
doubt that NIH possess far more infor-
mation than it has seen fit to supply to
the subcommittee.

Mr. HILL. AsIhave already said, the
senior Senator from Tennessee certainly
has done much hard work in this field.
He has made a great contribution in
bringing this most important matter to
the attention of the Senate and of the
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country. He deserves the cooperation of
every department and agency of the
Government.

Mr. KEEFAUVER. I do not wish to
imply that the Government departments
and agencies have not done anything;
but the information submitted by the
NIH has been extremely limited. If
could be of much more value to us. In
contrast, the State Department and the
procurement agencies have rendered val-
uable cooperation.

I appreciate the presence of the Sena=
tor from Alabama during this discussion
today because, as I have said on many
occasions, I do not believe there has ever
been a Member of Congress who has
given such great attention to or who has
been more interested in medical research
and the plight of the people who need
medication than the senior Senator from
Alabama. It has been through his un-
tiring efforts that great headway has
been made by the medical profession, in
some cases by pharmaceutical manufac-
turers, and by universities and others, in
conducting research, much of which has
led to remedies which have benefited
many American people.

At the recent hearing we held on tran-
quilizers, Mr. Mike Gorman pointed out
that some $5 million was available as the
result of an appropriation for research
in mental health made by the Appropri-
ations Subcommittee headed by the Sen-
afor from Alabama, but that contracts
for only $100,000 have actually been let.

Although the drug companies have
enfered into the cancer research pro-
gram, they have not shown very much
interest in research in the mental health
program, I believe their chief objection
has been to the patent policy, a policy
which is quite lenient, as I see it.

Mr, HILL. As the Senator from
Tennessee knows, more than half of all
the hospital beds in the United States
are occupied today by persons suffering
from some form of mental illness. Sure-
ly there is a most compelling need for
greater research and greater research
programs in the field of mental illness.

Mr. EEFAUVER. The Senator is ex~
actly correct. There is urgent need that
this money be made available, In can-
cer research the pharmaceutical eom-
panies have taken contracts and are
engaged in the research program. But
in the field of mental health research,
they have been very reluctant to act, as
the Senator from Alabama so well
knows.

The Government’s patent policy is
very lenient. It provides that the com-
pany may secure a patent; but the Gov-
ernment insists that if a company can-
not furnish enough of a product to sup-
ply the national need, then the Gov-
ernment retains the right, as it should,
to cause other companies to be licensed,
at least until the demand has been met.
I think that is a lenient position for the
Government to take. I think the wel-
fare of the general public certainly
justifies as a minimum a policy of that
kind.

Mr. HILL. The distinguished Senator
from Tennessee was very generous in
his remarks about the senior Senator
from Alabama and the efforts of the
Senator from Alabama in behalf of the
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programs for medical research and for
better health for the American people.

There has been no stronger supporter,
more interested, or devoted supporter of
these programs than the senior Senator
from Tennessee.

Mr. KEFAUVER. I thank the Sen-
ator from Alabama. I always look to
him for guidance in these programs, be-
cause I know he feels deeply about them,
and has a great fund of information
upon which we can all rely.

STOCKE OPTIONS

Another indication of the industry's
extraordinary profitability is the stock
option granted to the president of Carter
Produets, Inc.,, Mr. Hoyt. On July 16,
1957, he was granted options to purchase
57,5600 shares of stock at $27.50 over a
5-year period. The president of this
company exercised 34,500 of these op-
tions at $27.50 on July 28, 1959, at a total
cost to him of $348,750. At the closing
price of 752 on Monday, January 25,
1960—the day before Mr. Hoyl appeared
as a witness before the subcommittee—
these shares had a total market value of
$2,604,750. Had the price remained un-
changed for a few more days, until the
end of 6 months after the exercise of the
options—in July 1959—the president of
this company would have been able to
realize a total gain, after taxes, on this
transaction of $1,242,000, because under
such plans he is subject only to a capi-
tal gains tax of 25 percent. Moreover,
Mr. Hoyt still has 23,000 options unexer-
cised. At the difference between the
closing price on January 25, $75.50, and
the option price of $27.50, his remaining
options were worth a paper profit of $1,-
104,000 before taxes, and $828,000 after
taxes. The combined gain at that price
for all options, exercised and still pend-
ing, would have been $2,760,000 before
taxes and $2,070,000 after taxes.

The stock market, however, has had
something of a decline in the last 2
months, and Carter Produets stock quo-
tation has declined with it. It closed
yesterday, according to the Wall Street
Journal, at 6234. Recalculating Mr.
Hoyt's profit on his stock options yields
the following figures: 34,500 shares
worth $2,164,875; cost as before, $948,-
750; total gain, $1,216,125; net after
taxes, $912,093. In other words, even aft-
er a big drop in the market, he could
just about double his money in less than
8 months. On the 23,000 options not yet
exercised, the calculations would be:
market value, $1,443,250; cost, $632,500;
total potential gain, $810,750; net after
capital gains tax, $608,062. Thus, the
whole transaction, if completed at yes-
terday’s close, would net Mr. Hoyt $1,-
520,155. Of course, that is in addition
to his very substantial salary.

It is interesting to note that the presi-
dent of Carter Products, Ine., is the hold-
er of 50,12 percent of the stock of Bahde-
lan Corp., a family-owned holding com-
pany. This holding company on May 15,
1959, held 50.92 percent of Carter’'s out-
standing stock. Obviously, the president
of Carter Products, Inc., merely voted
himself this bonanza. I think it is high
time for the Ways and Means Commit-
tee of the other body and the Finance
Committee of this body to reexamine the
whole question of stock options in the
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light of this and similar examples which
have been developed by our subcom=-
mittee.

I believe I should point out that that
very tremendous takeout from the com-
pany—because a stock option amounts
to withdrawing or taking money from
the company—occurs in the case of a
comparatively small company. Carter
Products is not even one of the 500 larg-
est corporations in the United States.
Yet the salary and the stock options
which Mr. Carter has enjoyed total more
than the corresponding items in the case
of most of the $500 million or $1 billion
corporations. In fact, I do not per-
sonally know of any other corporation
official in the industries which we have
investigated who has received more
money than the amount received in this
case. Again, I say this is received by
the head of a pharmaceutical company
which holds an exclusive patent monop-
oly in the United States. His profits
and his stock options are received from
the sale of a drug which people have
had prescribed for them by their phy-
sicians. This situation is very different
from that of a company which produces
luxury items, and which a prospective
buyer may shop around for or even elect
not to buy.

Incidentally, Mr. Hoyt said that if his
company did not make at least 20 per-
cent on investment after taxes, he would
regard the operation as unsuccessful,
and he would withdraw his funds from
the business. It might be pointed out
that the average profit on investment
for all companies in the United States
is 11 percent.

RESEARCH

The principal explanation offered by
the drug companies for their high prices
and profits is that they are necessary in
order to support research. Like every-
one else I am, of course, strongly in favor
of research, in regard to drugs and all
other products.

But this explanation is subject to criti-
cism on several grounds. In the first
place, the profit rates which I have been
referring to are profits after taxes and
after all expenses, among which of
course is research.

In the second place, much of what the
drug industry calls research is of very
dubious and limited value to the public.
In this connection I would like to refer
to the testimony before our subcommit-
tee of Dr. Haskell Weinstein, who recent-
ly served as medical director of the J. B.
Roerig division of the Charles Pfizer Co.
Excerpts from Dr. Weinstein's testimony
are presented in attachment A.

In the third place, expenditures on
research of the 20 largest drug compa-
nies represented only 6.4 percent of their
sales dollar. This was only a little more
than one-fourth of their selling ex-
penses—24.0 percent—and less than one-
fourth of their profits before taxes—
26.1 percent. It is within the realm of
probability that the amount spent on
research is actually less than the amount
spent on the portion of advertising mate-
rial which is ignored or never even read
by physicians. And the irony is that
the selling and advertising expenditures
do little, if anything, to expand the total
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consumer market for drug products.
The market, in the form of sick and
ailing people, is there to begin with.

Finally, as has been brought out in
the hearings, many of the drugs sold in
large quantities and at a substantial
profit by American drug companies were
actually developed in foreign lands—see
table 10.

CONCLUSION

Mr. President, on January 26, a num=-
ber of editorials which were inserted in
the CoNGRESSIONAL REcorp by the dis-
tinguished minority leader were critical
of the work of the Antitrust and Monop-
oly Subcommittee in the current drug
investigation. This country, fortunately,
has a free press; and it is the preroga-
tive of our editors to question Govern-
ment officials in any of their activities.
The subcommittee’s drug investigation
has also been the subject of many other
editorials which welcome the inquiry
and comment favorably on what it has
thus far uncovered. I have selected a
typical sample of these editorials, to be
made a part of the Recorp at the end of
my remarks.

Mr. President, I have long been dedi-
cated to the belief that our Nation's ex-
istence to a large extent depends upon
making effective our free, competitive
enterprise system. Our constitutional
fathers had a flerce devotion to the
prineciples of freedom. An obligation of
freedom is the acceptance of our respon-
sibilities and the devising of new courses
of action, where necessary, without fear,
favor, or complacency. We should never
lose the grace of critical evalua-
tion. One of the truly noble ideas de-
fined by our constitutional fathers was
that this is a nation dedicated to the
proposition that each and every person
has a free man’s right to work, thrive,
and prosper according to his own capa-
bilities.

In 1890, the Congress made explicit
this dedication to freedom in the econ-
omy, by enacting the Sherman antitrust
law, which was followed in 1914 by the
Clayton and the Federal Trade Com-
mission Acts. Despite all the good that
has been accomplished under these laws,
the fact remains that in many important
areas of our economy, competition no
longer seems to be sufficiently effective
to protect the public interest. How to
provide that protection without impair-
ing our freedoms is the fundamental
quesfion confronting the subcommittee
in its inquiry into administered prices.
Those who criticize the subcommittee for
having as yet failed to come up with a
solution would do the Congress and the
Nation a great service if they would
present their answer to the problem.

The work and duties of the Antitrust
and Monopoly Subcommittee are com=
plex and difficult.

Here I wish to pay high tribute to the
staff of the subcommittee, The staff
members have worked day and night in
trying to obtain the facts. I wish to say
they have been careful in the factual
presentations which have been made,
If any error has crept in, they have im=-
mediately corrected it. However, I know
of no errors which have actually gotten
into our record. The staff members have
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been very painstaking. In my opinion
they have done an outstanding job, and
all of them deserve the gratitude of the
publie.

No corporation wants to be investi-
gated. There are many in our Nation
dedicated to the proposition of the status
quo. There are many who interpret
“free enterprise” as the right of corpo-
rate managers of great corporations to
regulate prices, production, and employ-
ment free from competition, free from
congressional or public scrutiny, and
free from any concern with the public
interest.

Under the Constitution, Congress has
the responsibility to regulate interstate
and foreign commerce. I am afraid that
we have been lax in our responsibility.
Instead of regulating interstate and for-
eign commerce, I am afraid that com-
merce has increasingly come to regulate
us. To those who are content to let the
economic decisions continue to be made
by the managers of our giant corpora-
tions, free from competition or publiec
accountability, I cite the drug industry,
which, of all industries, should show the
greatest manifestations of concern for
the public interest, and yet appears to
show the least.

Mr. President, I yield the floor.

The matter submitted by Mr. K-
FAUVER, and previously ordered to be
printed in the REcorp, are as follows:
TasLE 1.—Prednisone: Merck's prices to drug-

gists, comparative United States and for=-

eign, 1959

[5 mg. tablets, bottles of 100]

Price to

City and country: druggist
London, England 187.53
Rio de Janeiro, Brasil . .. $14.15
Armsterdam, Holland 16.05
Vienna, Austria 117.18
United States 17.90
Toronto, Canada. 120.80
Rome, Italy 122.16
Colon, Panama 122.99
Sydney, Australla 124,00
Tokyo, Japan 27.28

1 Calculated from price for 30.
2 Calculated from price for 20.

Source: U.S. price: American Druggist Blue
Book, 1959-60. Forelgn prices: Collected by
the U.S. Department of State through the
American Embassies in spring of 1959.

TasLe 2—Prednisolone, 5-milligram tablets,
computed cost based on bulk price transac-
tion and coniract processing charges

Per 1,000

. Bulk price at which Upjohn sold to Schering
in 1058: 1 $2.37 pi "
Material for 1,000 tablet.s (5X$2.37) -

2. Allowance for wastage (6 percent).__ . ;

8. "l"ahlntinz charge_. 2.00

4. Bottling charge (10 bottles of 100 tablets each). 1.20
Total 15,67

COMPARISON BETWEEN COMPUTED COST AND
ACTUAL PRICES

Per 100 | Per tablet
Computed cost, excluding selling
and distribution costs. . ..ooene.. | $1.57 $0.016
Actual prices: ?
To drugglsts. ... . o eeeeaen 17, 80 179
To (list) 29, 83 208

1 As mpoﬂed to the subcommittee by Upjohn and by

!ahn (Delta-Cortef) from catalog; Merck (Hydel-
fizer (Bterane) Schurlmc (Meticortelone), Parke,
Davis (Paracortol) from 1950-60 edition, “American
Druggist Blue Book.” (Parke. Davis consumer prices

1 cent higher per bottle than others.)
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TaBLE 3 —Comparison of rates of return after TapLe 3.—Comparison of rates of return after 'TasLe 4—Schering Corp. purchase price,

taxes in selected industries, 1957 taxes in selected industries, 1957—Con., 1952, and profits after tazes, 1952 to June
Percent of | Percent of 1957
Industry: return Industry—Continued return [In thousands]
Drugs 21.4 anpﬁclmg' and polishing prepa- o -
P Sl T S 16.2 rations. - .
Industrial chemicals Petroleum refining 12.8 Yeour Profits after taxes
Office and store machines and Tobacco produ: e 12.6
ices b 1. 1 T gttt st o A e e P " C
dev = Blast furnaces, steel works, rolling Annual | Cumulated
Motor vehicles 15.5 mills__ 12. 4
Flat glass, glassware (pressed or Dairy products- 11.9 1952 $1,729 $1,729
blown) 14.9 Bakery products 11.4 1053 1,729 3,458
Electrical machinery, equ.lpment and Tires and inner tubes.__..... S AR b T }% 13_%3 lg:ag
SuppHeaL. o s U et e S U All manufacturing 1.0 g6 12,305 25, 051
Engines and turbines____.____.___ - 13.b Source, industries: Federal Trade Com- 1957 (6 months). . .ecceeeemno 6,008 31,956
Abrasives, asbestos and miscellane- mission; all manufacturing: FTC-SEC Quar-
ous nonmetallic mineral prod- terly Financial Report for Manufacturing Purchase price: $20,132,000 in March 1952.
ucts, 13.3 Corporations. Bource: Schering proxy statement, September 1957,
TasLe 5, —Comparative U.S. and foreign prices of tranguilizers, 1959
Price to— Price to—
Oity and country Trade name Company marketing City and country Trade name Company marketing
Drug- | Caon- Drug- | Con-
gist sumer gist | sumer
Chlorpromazine, Rio de Janeiro, Amplietil. Rhodia. $1.53 | $2.00
26 mg. tablet, Brazil.
50's: Brussels, Belglum...| Largactil.. Bpeci 147 1.96
United States. ......| Thorazine.........| Smith, Kline & $3.08 | '$5.05 || Amsterdam, T ST R RS do. 1.31 103
French, Holland.
Toronto, Canada....| TLargactil..........| Rhone-Poulenc___....| 3.75 7.05 || London, England.__. vl T ---| May & Baker......... Tl e
Bydney, Australia_._|..._. do. ---| May & Baker (Brit- 5l 1. 60 Prochlorperazine,
sg 10 mg. tablet,
Parls, France. .coeo-|-aaen e Speﬂn (Poulene sub- .5 i 50's:
sidiary), United States.......| Compazine_ . ... .. Bmith, Kline & 3.03 16.55
Dusseldorf, Ger- Mogaphen..... PN T SR St .07 1.90 x el - French,
many. Toronto, C SR ES B do. 3.60 6.75
Rome, Italy.........] Largactil __..__.. Farmitalia (owned 51 1.22 1.62 Bydm%, Australia__] ..._do? ... ... May & Baker.........| 284 5. 00
percent by Monte- | | || Parls, France........ Tementll,.........| Specla. .o oo .80 1.20
catini, 40 percent Dusseldorf Germany| Nipodal Bayer .80 1.58
™ 3 Wintermi Shinos & Gb vor| 2| Ton u.gei%“ a7y v ak in| &%
a it Ry Cintermin. .. jono; ) aa ul . A on, S (R T P it RS ) R
Weyy; donen Contomin... 1 Yoshnign?l Pharma- 188 228 L ¥
ceutical.
Sevamine.........| Banyu Pharmaceuti- 2.14 2,57
cal Co.
1 Computed from price to druggist at standard markup. Sources: U.8, price: American Druggist Blue Book, 1950-80. Forei oes”
2 Not avallable, Conected by the U.8, Department of State through the American Em nsgg in
3 Price reported to subeommittee for 5 mg. tablet has been doubled, spring of 1950, (Pro rata conversion to 50 tablets per package by subeommittee

stafl where necessary.)

TasLe 6.—Comparative U.S. and foreign prices of meprobamate, 1959
[400-mg, tablet, 50°s)

Price to—
Country Seller Trade name Country Beller Trade name
Druggist | Consumer
United States....... Ca.r'ler ceammses| Miltown...... $3.25 §5, 42 Great Britain.......| Cyanamid...._....
ﬁath g;\mqlwn Equanil._._._. 3.25 b, 42 ¥
ome
Ameutina. .......... Oyanamid. ...oooeeee... Miltown '____. 745 . 8475 || Holland Miltown 1_____ 3. 56 $5.24
S T N Ml do Miltaun 1_____ 1. 56 3.02 Quaname ¥____ 112 165
Pl\trasch ’Smany others) .| Meprobamat?. .60 1.18 Mepavion 1. __ 1.12 1.64
Australia Miltown 1_.___ 3.47 5, 86 IR e e e 4.70 5.99
w" th. Equanili____| 347 5. 86 4.25 4.73
Im serial Mepavlon 8. __ 2.81 4.69 Iran i 4.68 5. 20
Knull Lulmratcrlos_ Pimal 1 T 224 3.02 3. 56 3. 95
Brazil (Rio) 'y i - 2.20 2.86 3.28 3.65
Wyeth_ ... AU 7y S o 2.20 2,86 3. 60 4.00
Belgi ¥ e R 3.26 4. 64 Italy LT 2,36
Imperial Chemieal______ Mepavlon 4___ 1.76 2.50 1.94 2,58
Roter, Holland (many | Artolon....... .91 1.30 1.33 177
ot . Japan. Miltown 7. 2.50 3,33
Canad Wyeth Equanil 3,60 6.75 Equanil._. 2. 56 3.33
Ayerst (American | Miltown...... 3.756 7.05 Mexico..... Miltown I_____ 2.00 2. 40
Home). : Equanil 1.80 2.18
France. Byla.. Equanil-.....] 2.65 3.98 Venezuels..oeeane.- Uyanamld-..__-.--..-.. Miltown1___..| 544 7.06
Qermany--.........] Cyanamid. ... ...._...._ | Miltaun. ... 69 133 Wyeth........ el Rguanil 1 o 544 7.08
Asche (Weth)_.-....-. Aneural 8, ... 136 2.78
TFropen Werke. .o Oyrpon.._.___ .06 1.30
: lsll:liees %ave w calenlated for 50 from prices given Ear 25 mg;m. 7 Prices have been calealated for 50 from prices given for 100 tablets,
ted fo
¥ Ptioes Lave Lo o T B T P ey B b Source: U.8. price: Amerlcan Druggist Blue Book, 1059-60. Forelgn prices: Ool.
4 Prices have m caleulated fm- 50 from prices given for 24 tablets, lected by U.S. Department of State throngh the American Embass spring of
§ Prices liave been 1 50 from prices given for 36 tablets. 1958, (Prices converted to dollars at official rate,)

¢ Prices have been calculated for 50 from prices given for 40 tablets;
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TasLe 9-B—Fortune ranking of mafor in-
dustrial corporations by net profit after

I'Bomuol ltq as percent of invested capital, 1958—Con. tazes as percent of sales, 1958—Con.
o.ghag. 1mg. t::l_st price Rank Rate Company Rank Rate Company
City and country m
Bomimaao] 8224 | Gillette Bn.[ety Razor Cos. 1o | HED Sumrlor 0l Co.
Druggist | Consumer eeeesseee| 20.3 | Revion, In (14. 9)] (Carter Products, Inc.) ?
280 | Avon Produm, Ine. 14.0 | Permanente Cement Co,
28.4 | Chemstrand Corp. 13.7 | The Upjohn Co.
United Butes--..-.-.._ $4. 50 $12.00 1$20.00 7 26. 6 Champion Spu‘k Plug Co. 13.7 1 Oil & Gas Co.
1.35 441 6.92 ¥ 248 Bom:y 13.5 | Phelps Dodge Corp.
1.03 2.T8 5.03 24.1 ck Balke-Collender Co, 13.4 | Merck & Co., Ine.
2.70 9.87 16. 45 (B.7 isz Pharnnm! Co,) 3 13.3 | The Texas Co.
.83 121 1.82 2.6 13.2 | Gillette Salety Razor Cos
11,05 13.42 16,41 23. 4 Iusl'.ru nts, Inc, 13.1 | El Lilly & Co.
109 ® - (22.2) (G D Senrle & Co.)? 13,1 | American Chicle Co.
o 5.29 22.8 | Tecumseh Produets Co, 12.7 | Cleveland-Cliffs Iron Oo,
175 5. 56 22,7 | Sterl Ine. (12.4) (U. v Vlt&mln & Pharmaeceutical
21,89 14,24 22.6 | Rohr Alreraft Corp. E
211,95 5.53 22.4 | Kellogg Co. 12,2 | R.J. Reynolds Tob&ooo Co.
ehran, fran. . ccoeuee- (%) b4 87 2.2 'ermanama Cement Co. 12,1 | Weyerhaeuser Timber C
Rome, Italy...ooceeee -] TL83 4,90 3.2 g.ng 11.9 | Eastman Kodak Co.
Istanbul, W iaaan] o 3202 ) 22 2 nnell’ Alreraft Corp. 119 | Gulf Oil Corp.
London, England. ... 1.06 3.94 2.8 Echerlng Corp, 11.8 | Ohio Ol Co.
Caracas, Venezuela____- 23.05 7.85 3}3 %mﬂd{%'l Clhl&lccﬂo 1L7 Mlmring ta Mining & Manufac-
» arke, Davis 0
21.6 | Cessna A h (11.7)] (Norwich Pharmacsl Compans) !
O 214 | P, Lorillard Co 11.3'| American Home Products Corp.
eI from s 21.1 | Miles Laboratories, Ine. 11.2 | Wm. Wrigley Jr., Co
(ST e 21.0 | Polaro : 11.2 | United Shoo Corp.
O nrioe 55 0 (20.9)| (U.S. Vitamin & Pharmoceu ica 11.1 | Polaroid Cor
§ e SO PR o e Corp.) 3 11.0 | Abbott Laboratories
Calculated from 20. 20.4 | Chance Vough Aircraft, 11,0 | Harbison-Walker Refractories Co,
Source: U.8. price: American Druggist Blue Book, 20.3 | MeGraw-Hill Publishing Co Ine. 10.9 | Sunray Mid-Continent Oil Co.
1050-00. Forelen prioes: solleoted by the U.S. Depart- 20.2 | Briges & Stratton Corp. 10.9 | Skelly Oil Co.
n;eﬁtagl State through the American Embassies in spring 20.1 W(n:mer-lambeﬂ Phnrmswnuul ig, 8 ?nom g lgnlalm g’orks.
o . 0. 10.8 ternat usiness Machines
10.8 | Thomas J. Lipton, Ine, Corp.
TasLe 8.—Meprobamate, 400 mgm. tadlets 19,4 | Mesta Machine Co. 10.8 | Chas. Pfiser & Co., Ino
COMPUTED FPRODUCTION ﬁCOSgNSBASED 19.3 | United Engineering & Foundry }gg gmun Oli)frneﬂnm; Co,
ULE PRI TRANSACTI AND 5 rand P.
i B = ES (EX- $oeee 19.3 | Northrop Aireraft, Inc. 10.6 | Peabody Coal Co.
CONTRACT PROCESSING CHARGES (EX- gy------- 191 | Minnesota Mining & Manufactur- 104 | Material Service Oor
CLUSIVE OF SELLING AND DISTRIBU- ing Co. 10,4 | Hanna Ore M d)o
TION COSTS) 19.0 | American Motors C 10,1 | Chicago Pnenmatic Tool Co,
{100,000 tablet order] 18,5 | General Electric Co. 10.0 | P. Lorillard Co.
18.3 | Gerbe. Products 10.0 | Union Bag-(}amp Paper Corp.
18.1 Minute Mnid Corp. 10.0 | Tennessee .
Per 1,000 tablets 18.0 i 11 Taggart Associated Bak- 3 9 Libbey-?wenx-l"grd Gm’.’.c"'
18.0 | The Upjohn Co, 9.7 | Sterling Drug Ine,
To To 18.0 | Temco M.rcmft Corp. . Fetdp o .-
Carter | Wyeth 17.9 | Otis E or Co. 9.4 | Vieck Chemical Co.
Miltown | Equanil 17.8 | R.J. lteynolds Tubnceo Co. ” . * -
17.6 | Ingersoll-Rand Co. =~ = = Q... 8.0 | Warner Lambert Pharmaceutieal
17.5 | International Business Machines Co.
Material—400 grams: Corp. - . . * »
Average cost to Carter In 17.4 Hershay Chocolate Corp. B 8.4 | American Cyanamid Co.
Demnbor 1958 of $4.35 per 17.3 | Addressograph-Multigraph Corp. - » ¥ % L
3.8 17.3 | Chas. Pfizer & Co., Inc. 8485 ... (82)] (Mead Johnson Co.),!
Price Wyeth ys Oarter of 17.2 | Zenith Radio Corp. - - -
$10 ger pm.l.naga e t&% l_?. 1 | Merck 9 Co., In‘c. 8.3 Brlstol;Myurs C{l. =
BRI o - el e S . -
-gg?mn dtargef 5o o o 5 2.00 2.00 16.3 | Viek Chemical Co. - 187188 ... 5.4 | Average, 500 largest industrials.,
o~ . .
t.ahmss c) ____________________ L L40 (14.8)| (Mead Johnson Co.).2 L © S 1.6 | Olin Mathieson Chenifeal Corp.
mywy i, & voars o 260 T8 14.6 | Abbott Laboratories. :
b o ' o AN 2 . » 2 Not in Fortune list. Souree: Moody’s Industrial
Total computed production L~ R 14,2 | Bristol-Myers Co. Manual, 1959; data for fiscal year mdin[( Mar. 31, 1959,
cost per thousand . eeeeeo- 7.32 15. 00 o . - L 3 Not in Fortune list. Moody’s Industrial
101..; ..... 1.3. 2| Eli Lm! & Co. = 4 Manual, 1959; data for fiscal year “anding Nov 30, 1958,
COMPARISON BETWEEN COMPUTED PRO- 107 ..... 11.0 | American Oyanamid, T‘:ﬂ“t}gi“fwwﬁg;’“’:f"’d bf progucts essinst
TION COST AND ACTUAL PRICE . MCOMINES
guono BYA....| 85 Averragse, the w)largm tmgnstﬂuls. laboratories in the United States
Per 1,000 ([Pertablet 455 2.7 | Olin Mathieson Chemical. [Substance and location]
Antibiotics:
o e o e e i Not hil%'l;ortune List. Source: Moody’s Industrial g&f’::ﬂn'ys:;u;‘i New %:l?\:?;:mlty
anual tom’ tgus .
costs: Cents 3 Not in Fortune List. Source: Moody’s Industrial Synnematin, étsbeof Michigan.
%ﬂﬁf‘ ﬁgg g; Manual, 1950; data for fiscal year ending Nov. 30, 1058, Candieldin, Rutgers University.
Actual prices, both brands: : ) o L, Neomyein, Rutgers University.
Townoelr i | oo| - mz TOU R e O et after  Streptothricin, Rutgers University.
To consumer, at $5.42 for 50___| 10840 1.8  tazes as percent of sales, 1958 Tyrothricin (tyrocidine and gramiciden),

1 As reported to subcommittee by Carter Products'

Binke’ of prices: 1050-60 American Druggist Blue

Book.,

TasLE 9-A —Fortune ranking of major indus-
trial corporations by net profit after tazes
as percent of invested capital, 1958

Rank

Rate

Company

Rank Rate Company
(Carter Produ Ing) t
f RO et %? mmn&mmo«p
2eeeeeceees] 83.1{ 8mith Kline & French

1 Not in Fortune List, Source: Moody's Industrials
1050; data for fiscal year ending Mar. 31, 1959,

Amerada Petroleum Corp,
G, D, Searle & Co.).!
deal Cement Co.

E. I. du Pont de Nemours & Co.

Emlth Kling & French La

renc!
Schering (8]

Standard OTI.%I California.
3!1!?:11101: Bpark 'Plng Co.

United States Gypsum Co.
Kennecott Copper Corp.

1 Mot ln Foﬂunn list. Bource: Moody’s Industrial

Manual, 1

Rockefeller Institute,
Totomyein, Jacques Loeb Foundation.
Chloromycetin, Yale University—by Dr.
Paul Burkholder.
Fillipin, University of Illinois.
Fumagillin, N.Y¥. Botanical Garden.
Polymyxins A and D (U.S. Department of
Agriculture), England.
Bacitracin, U.S. Army.
Balk vaccine, University of Pittsburgh.
Other drugs:
Dicumarol, University of Wisconsin.
Heparin, Johns Hopkins University.
Fibrinogen, Harvard University.
Fibrinolysin, Harvard University.
Vitamins: Vitamins will be considered in
later hearings. They have not been included
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in these lists since, In the majority of cases,

the number of workers involved makes it

difficult to assess credit to any single individ-

ual or country.

TasLe 11 —Ezamples of foreign origin drugs
in specific product areas studied by sub-
committee

Substance Country of origin

Antibiotics
Penieillin. .

Spiramycin
G‘:'lsecful\‘ln...
Kanamyci
Aeros)
Diabetic drugs
InRRlnsEs. o] Odnade. . e aees 1922
Tolbutamide (Orinase)....| Germany....... 1954
Hormones:
Aldosterone. .ceeeeaceasss-| Switzerland 1939
and England.
Androsterone. ..oee-eaeeees Switzerland.....| 1931
Dehydroisoandrosterone - -
Testosterone. .. ...~
Pregnanediol (isolation)...| England.
Progesterons. - - —ecee- Switzerland. ...
Desoxycorticosterone..eez|oaeas do
Ovarian extract. ... -..do
Estrogenie subst la. .
Dienestrol.....cecceeeeea..| England. ......
Bulfas:
Sulfanilamide
Sulfamethazine_..__...
Sulflsomidine (Elkosin)._.
Tranquilizers and central

nervous system drugs:

Meperidine %Demerol),-._ Germany......- 1930
Methadone (Analgesis)_...|..... el Gyl LRI o 1042
Mephenesin.

Xylocaine. .

Promethazine (Phener-

Reserpine
Hydroxyzine (Atarax)...__
Chly mazine (Thora-

zine).
Promazine (Sparine)__..__
fep (Pacal
Benactyzine (Buavitil)._..
RBilaln- - o sl Switzerland. ... 1058
France......----| 1954

Perchlorperazine (Compa-
zine).

ATTACHMENT A

ExcErpTs FroM TesSTIMONY BY DR. HASKELL
WEINSTEIN

At the present time I am the director of
the Chest Hospital at the City of Hope Medi-
cal Center, Duarte, Calif. I assumed this
position on January 1, 1860. For approxi-
mately 1 year preceding this appointment I
was employed by a major pharmaceutical
company, long enough to make certain ob-
servations and reach certain conclusions.
My comments will relate to the problem
under investigation, namely, the high, pos-
elbly excessive prices of drugs. However, I
believe it appropriate to mention other im-
portant areas of possible abuse.

A major justification for the high prices
of many prescription drugs has been the very
well publicized vast expenditures of funds
and energy by the pharmaceutical manu-
facturers for what has been labeled ‘“re-
search.” This activity has been emphasized
to the public and to the medical profession
by rather grandiose, self-serving slogans such
as “Science for the World's Well Being,” and
“Research in the Service of Medicine.” No
clear-cut definition has been given by the
representatives of the pharmaceutical in-
dustry of just what is included in their defi-
nition of research. There can be no ques-
tlon that some very wonderful, exciting, ex-
tremely important and productive research
has been and is being done within the
pharmaceutical industry. However, I do not
think that it would detract in any way from
these fine and very worthwhile activities to
point out that much that is called research
in the pharmaceutical industry has little
relationship to what most people engaged in
academic and research activities would con-
gider to be scientific research. It is difficult
to escape the apparent fact that many of
these research activities are directed toward
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promoting private gain, with public benefit
and advancement of knowledge, if any, being
strietly incidental.

An example of such questionable research
has been the molecule manipulation in-
tended to bypass patents and other priority
rights, and which has resulted in the flood
of “me too"” products.

Many examples of such molecule manipu-
lation are available. It must be granted of
course that occasionally some slight improve-
ment in a drug has been achieved, but most
often the only improvement has been an in-
crease in potency or horsepower. The actual
added benefit to the patient has been negli-
gible, if any.

Another type of fruitless research has been
the development of a multiplicity of drug
combinations. Rarely has good medical
rationale been the basis of these combina-
tions, Indeed, such combinations can be
detrimental to the patlent because they lack
flexibility and can compound the problems of
dosage and toxleity. Despite advertising to
the contrary, it is rarely possible to achieve
an ideal drug regimen with a fixed combina-
tion of drugs.

Another type of activity which has been
called research but which is even more re-
mote has been the “battle of the additives,”
particularly prevalent among the tetracy-
cline manufacturers. Fantastic amounts of
effort and money have been expended in
attempting to prove that the addition of
certain additives such as citric acid or glu-
coseamine are of significant benefit to the
patient. The proof has frequently been in
the form of tortured statistics or vague clin-
ical reports.

These expenditures and efforts are prob-
ably a legltimate business expense, however
in all fairness to the public they should be
considered not as research but as product
development, process development, and pro-
motion.

In reference to promotion, it should be
mentioned that a great many clinical stud-
ies are carried out and extensively sup-
ported financlally for the sole purpose of
producing allegedly sclentific articles at reg-
ular intervals. These articles are published
and actively keep the name of the drug be-
fore the medical profession. Reprints of
such articles are considered invaluable for
detailing the product to physicians. I sus-
pect that the sales manager and his detail
men feel naked if they don’'t have reprints
available to give the physiclan. It is con-
sidered essential to have, whenever possible,
a steady stream of reprints appearing at
regular intervals long after the drug has
been originally studied and marketed. Un-
fortunately, few competent investigators will
bother studying a drug which has been
available for a long time, unless some un-
usual or unsuspected application is detected.
There are too many new drugs clamoring
for attention. Some investigators, however,
are willing to provide case reports on an
established drug, using the funds received
from the manufacturers to support their
studies in other, more fruitful, areas.

It may be of interest to the committee
to know that a substantial number of the
so-called medical scientific papers that are
published on behalf of these drugs are writ-
ten within the confines of the pharmaceutical
houses concerned. Frequently the physician
involved merely makes the observations and
his data, which sometimes is sketchy and
uncritical, is submitted to a medical writer
employed by the company. The writer pre-
pares the article which is returned to the
physician who makes the overt effort to sub-
mit it for publication. The article is fre=-
gquently sent to one of the journals which
looks to the pharmaceutical company for
advertising and rarely is publication refused.
The particular journal is of little interest
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inasmuch as the primary concern is to have
the article published any place in order to
make reprints available. There is a rather
remarkable attitude prevalent that if a
paper is published then its contents become
authoritative, even though before publica-
tion the same contents may have been con-
sidered nonsense,

I was involved in a situation which will,
I believe, describe the relations between the
pharmaceutical house and the publisher
quite adequately. I was assigned the task
of writing a paper on a new formulation of a
broad spectrum antibiotic, I was informed
that this paper had been accepted for pub-
lication and the 100,000-plus reprints were
ordered before I finished the writing assign-
ment. The paper, of course, was published
exactly on schedule, which incidentally was
within a few days of the introduction of the
product on the market. In contrast, scien-
tific papers I have written have waited many
months for publication. Of further interest,
may be the existence of a journal, recently
founded, called Current Therapeutic Re-
search, which appears to be devoted entirely
to pharmaceutical promotion. It accepts no
advertising as such. However, there is a fee
per page for any article published and pub-
lication is very prompt. The publisher's
major source of income presumably is the
lucrative reprint market.

It is my contention that if the companies
would carefully evaluate their various ex-
penditures which are at present classified
under research, the actual research expendi-
tures would shrink very substantially and
would more accurately reflect the pharma-
ceutical industry contribution to true re-
search. This contribution, mnonetheless,
would be substantial. However, more care-
ful cost accounting may suggest that a very
much greater proportion of expenses should
be attributed to promotion and advertising
than at present is being assigned. This
could modify drastically some of the justifi-
cation for the frequently high price of cer-
tain drugs.

The consumer of drugs, the patient, has
no free choice whatsoever as to whether or
not he will purchase the drugs that have
been prescribed for him by the physician,
He can decide not to buy the prescribed
drugs but then he is not following advice
that he is paylng for. The law usually
requires that the specific prescribed drug be
the one sold by the pharmacist. As a result
we cannot apply the same logic nor rules
of the marketplace when we talk of drugs
as we can when we talk of refrigerators. It
is impossible to conceive of anyone specify-
ing the particular brand of refrigerator the
buyer must purchase. The entire promotion
and advertising program has been directed
at the physician in recognition of his spe-
cial role. He has been taught, one might
almost say brainwashed, to think of the
trademark name of the drug at all times.
Even new disease states have been invented
to encourage the use of some drugs. He has
been exposed to remarkably little informa-
tlon concerning the efficacy of the drugs
he is asked to prescribe. He is given prac-
tically no information as to the cost of the
drugs to his patients. Instead, he is seduced
with gimmicks of all sorts in an attempt to
make him loyal to a particular company or
a particular drug, with relatively little atten-
tion being paid to the specific merits of the
drug in question. The patient, who not only
must buy the drug, but is also expected to
use it, is often exposed to drugs which have
been incompletely evaluated, and which not
infrequently are hazardous.

In addition to the constant stream of pro-
motion applied directly to the physician,
there is a rather intense effort made to reach
him through the patient. It is an unfunny
joke in the medical profession that the very
latest information on new advances in medi-
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cine most often appears In the eminent
medical journals such as Reader's Digest,
Time, and the Wall Street Journal. Some
of this is legitimate good reporting. How=-
ever, much of what appears has in essence
been placed by the public relations staffs of
the pharmaceutical firms. A steady stream
of magazine and newspaper articles are pre-
pared for distribution to the lay press.
These may take the form of so-called in-
formative or background articles on condi-
tions such as allergles or edema. Buried
within the article, there is often a brief para-
graph mentioning that a great nmew drug
has been discovered and manufactured by
Company X and the name of the drug is
given. The article doesn't say that the reader
should rush to his physician and demand
the drug, but the implication 1is usually
clear. And, of course, there is nothing to
show where the article originated.

Along the same lines it is fascinating to
consider how many drugs first become
known through the good offices of the Wall
Street Journal. The implication of such re-
ports I do not feel entirely competent to dis-
cuss. I have wondered, however, what effect
such announcements may have on stock
market quotations.

It may reflect a personal naivete but it has
been my opinion that really worthwhile
drugs would need no such promotional ef-
forts. There is unfortunately prevalent
within certaln medical circles an attitude
that the implications of opinions such as
mine are that many physicians are grossly
remiss In their duties to their patients
and that I am slurring my medical brethren.
There is no reason to believe that physicians
are any less susceptible to the delicate arts
of the advertising and public relations
speclalists than the average intelligent citi-
zen. To make matters worse, physicians are
subjected to an almost unbelievable barrage
from these sources. The ph ian’s prob-
lem is further multiplied by the fantastic
number of new drugs appearing constantly.
Many of these are marketed before definitive
information about them is available. The
physician’s problem is complex and it is not
fair, even impossible, to demand that he bear
almost the entire brunt of the defense of the
patient from such an overwhelming on-
slaught. The pharmaceutical manufacturers
must bear the burden of proof that their
products are exactly what they say they are,
and further that they will do what is claimed
for them. The final responsibility will al-
ways be the physicians and cannot be shared.
However, it is essential that he be given the
best possible information in a reasonable,
adult manner.

Efficacy of drugs is a very difficult area of
study. There is a common misconception
that under our present laws the Food and
Drug Administration determines efficacy of
drugs before they are put on the market.
The Food and Drug Administration does not
attempt to verify the claims made for any
particular drug providing that the indica-
tions have been studied and that broad tol-
erance and safety limits have been estab-
lished, The manufacturer is required to
carry out the efficacy studies, and this he
does through the services of medical centers
and physicians throughout the country. Of
course, frequently excellent investigators are
involved, and careful objective studies are
done. On the other hand, a number of drugs
have been put on the market with efficacy
claims based on extremely meager and un-
objective observations by people not truly
qualified to make such observations. Also,
there is absolutely nothing in the law to pre-
vent the manufacturer from completely ig-
noring unfavorable reports. One company
in its advertising for one of its products
blithely stated that there have been over 200
reports in the literature about this particu-
lar drug. They neglect to say that 60 per-
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cent are not entirely favorable or pertinent.
The Food and Drug Administration does
not determine the qualifications or objec-
tivity of the individuals who provide the
data on which new drug applications are
based. Very meager and uncritical observa-
tions have been allowed to serve as justifica-
tion for granting permission to advertise and
market certain drugs for life-threatening
conditions. Such uncritical action is po-
tentially dangerous, especially if it encour-
ages the use of an inadequately studied drug
to supplant a proven and effective agent.

It is difficult to find in the medical litera-
ture comparative studies of many of the
drugs presently on the market. The reason
for this is quite simple. It is anathema to
most of the drug manufacturers to consider
comparative studies. The reasons usually
given relate to unfair competition and poor
sportsmanship, but fundamentally they boll
down to the fear that many of our presently
popular drugs would not fare very well if
compared with established and respected
items. Some such studies have been done, a
few have even appeared in the literature, and
the results have frequently confirmed the
reality of such fear.

The drug efficacy problem is also reflected
in promotion and advertising. It is my opin-
ion that the intensity of promotion and ad-
vertising devoted to any drug varies inverse-
1y with the efficacy of that drug. The tran-
quilizers are an excellent example of such
relationship.

SUMMARY OF TESTIMONY ON QUACKERY FrROM
TESTIMONY OF ARTHRITIS AND RHEUMATISM
FounpatioNn Tuespay, DEcEMBER 8, 1959,
VorLuMEe 2 oF TRANSCRIPT

Floyd B. Odlum, chairman of the board of
the foundation, testified that at least 5 mil-
lion of the 11 million people afflicted with
arthritis spend about $250 million a year on
some form of quack arthritis medicines or
cures. He said many of these are sent to
him in the mail and he described one of
them as a gallon of tequila sent from Mexico
with a dead rattlesnake in it. A wine glass
of this liguld taken three times a day was
supposed to cure arthritis. He sald others
sent to him were alfalfa tea, mushrooms,
copper bands. He said one man owns a
uranium mine and claims uranium is good
for arthritis.

He said the Arthritis and Rheumatism
Foundation has a widespread educational
program to better inform the American peo-
ple about quacks in the field of arthritis. He
saild the foundation is very seriously con-
cerned with fraudulently advertised drugs
and devices because many innocent victims
waste money and time in using them.

Dr. Russell L. Cecll, consulting medical di-
rector of the foundation, described a new
quack remedy as “immune milk" taken from
immunized cows and sold to arthritic pa-
tients. Dr. Cecil was asked whether many
people are driven to buy gquack arthritis
remedies because sterold hormones are sell-
ing at high prices. He replied that these
quack remedies are not cheaper than reputa-
ble drugs and are apt to be more expensive,
and he doesn't think that is the reason they
buy quack remedies instead of the real thing.

The major testimony on quack remedies
was presented by E. D. Bransome, New York
State chairman of the foundation. He urged
the subcommittee to look into these quack
devices and medicilnes to see what can be
done about them.

Mr. Dixon pointed out that the Federal
Trade Commission is responsible for enforc-
ing the laws on false and misleading adver-
tising, and Mr, Bransome's testimony will be
referred to them.

Mr. Bransome testified that the FTC laws
in this fleld and the State laws are inade-
quate. Quacks simply go from State to State,
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stay out of business for a few years and
then resume activity under another name.

He sald besides the loss in money, arthrit-
ics who use quack remedies are harming
thelr health, He expressed the foundation’s
finding that arthritis quackery is not being
cut down but continues to flourish.

Pointing out that the Federal Trade Com-
mission, the Food and Drug Administration,
and the Post Office Department regulate dif-
ferent aspects of the misrepresentation of
drug and health advertising, he presented a
series of recommendations. First, these three
agencies should be glven the funds to enable
them to get rid of quacks. Second, legisla-
tion is needed to place squarely within the
jurisdiction of the three agencles the adver-
tising of so-called treatment centers and of
unqualified arthritis practitioners. Third,
manufacturers of prescription drugs should
be required to prove the effectiveness of their
drugs on the basis of clinical tests before
these drugs can be marketed.

In regard to the third recommendation he
explained that nonprescription drugs are ex-
empted from the “new drug” provisions of
the Federal Food Drug and Cosmetic Act.
In that way a phony patent mediclne or
quack device can be put on the market with
no Government sanction whatever. He said
it sometimes takes the Government years to
prove a drug or device 1s phony while its
producers reap a harvest.

Inasmuch as a charge proved by one of
these agencies has to be proved all over
again by the other two, his fourth recom-
mendation was that the declsion of any one
of these agencies be binding on the other
two.

His fifth recommendation was that the
Federal agencies, particularly the Federal
Trade Commission, make full use of its
powers of injunction and its powers to in-
flict heavy monetary penalties as provided
for under existing law.

His sixth and final recommendation was to
suggest to all the States the enactment of
model drug legislation which would fit into
Federal statutes. It is this absence of uni-
form State legislation which makes it possi=
ble for operators to move from one State to
another.

Dr. Ronald Lamont-Havers, medical direc-
tor of the foundation, showed the subcom-
mittee examples of quack arthritis drugs and
devices and read into the record their ad-
vertising claims and the efforts, often un-
successful, of the Federal agencies to
prosecute.

Miss Ruth Walrad of the foundation gave
an example of one such advertisement by a
Mrs. Wier which ran in thousands of news-
papers and magazines. She estimated Mrs.
Wier made between $200,000 and $300,000
at least on her worthless product.

Dr. Lamont-Havers explalned why certain
examples of advertising were considered
deceitful. He sald many of these products
gave no more relief than a nickel’'s worth
of aspirin,

He showed a number of devices which
have been seized by Federal agencles, includ-
ing uranium pads, a magneto device, a veril=-
lium tube, and a glass tube with 10 cents
worth of barium chloride that sold for $300.
He also went into the activity of the Federal
Trade Commission in the matter of books on
arthritis. The Federal Trade Commission
has secured a preliminary injunction against
advertising and promotion in the case of
“Arthritis and Common Sense” by Dan Dale
Alexander.

[From the New Republic, Feb. 20, 1960]

THOSE PROFITABLE PRESCRIPTIONS
(By the editors)

Take a drug. Modify its chemical struc-
ture a little. Give it an unpronounceable
chemical name. Apply for a patent. Locate
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s disease the new drug will alleviate but not
cure. Have it tested by reliable doctors
who can be relled upon to find that side
effects are minimal, Get it past the Food
and Drug Administration. Give it a catchy
trade name and promote it to the doctors in
& blizzard of mail, journal ads, parties, and
detail men.

What have you got? That amazing new
wonder drug—bonanza.

What does it cost to make? Almost noth-
ing. What does it sell for? Plenty. What
does the company get. Profits. Aren't
there any catches in all this? Yes—you
have to get there first. This is the pattern
that has been unfolding in Senator ESTES
KeFAUVER'S Inquiry into the ethical drug
industry over the past 2 months.

Let's go over it agaln. This is the pre-
scription drug industry, that makes and
sells drugs that can only be had on a doc-
tor's prescription. “Ethical” drugs are not
advertised to the customers, but only to the
doctors who write the prescriptions, and to
the pharmacists who fill them. No medi-
cine-show operators here—only highly re-
spectable pharmaceutical houses: Merck,
Schering, Upjohn, Smith Kline & French,
Wallace Laboratories, Wyeth, and CIBA.
They are high among the most profitable
corporations in the country.

No snake oil cure-alls here, either: Cor-
tisone, prednisone (“Meticorten”), predni-
solone (“Hydeltra”) and dexamethasone
(“Decadron”), for the relief (but not cure)
of rheumatold arthritis. Chlorpromazine
(“Thorazine”), perchlorperazine (“Compa~
zine”) and promagzine (“Sparine”), tran-
quilizers for treating institutionalized men-
tal patients, and meprobamate (“Miltown,”
“Equanil”) and reserpine (“Serpasil,” ete.)
for those who take tranquilizers at home
and in the office. To repeat, these are much
better than cure-alls—they are cure-noth-
ings. They are more in the class with food
and drink, since if you need them today, you
need them tomorrow and next year—at a
dime a pill, or perhaps 30 cents.

The subcommittee clalmed that predni-
sone tablets could be made for 1.6 cents
each, In the bottle, while the big drug
houses charged the drugstore $17.90 per
hundred, and the customer paid 30 cents
aplece. After considerable hassle over sell-
ing costs, it developed that one small com-
pany was selling them to drugstores for $17
per thousand. The subcommittee figured
that Miltown tablets could be made and
bottled for seven-tenths of a cent; the presi-
dent of Carter Products confirmed this exact-
ly, and then sald he sells them for 5.1 cents
apiece. His net profit after taxes is 1.2 cents
per tablet—not quite double the production
cost, Once, in perhaps an excess of competi-
tive zeal or patriotism, CIBA offered a thou-
sand Serpasil tablets to the Government at
60 cents; its regular price to the druggist was
(and is) $39.50 per thousand.

Why this tremendous spread between costs
and prices? Steel, automobiles, and other
manufactured products usually show pro-
duction costs of a half, two-thirds, or three-
gquarters of manufacturers’ selling prices.

The only really acceptable answer that
has emerged is that profits are so high.
Research sounded like a plausible part of the
answer until the subcommittee showed re-
search accounted for only 61 cents per
dollar of sales, and that some of the major
developments In recent years came from
Europe; and a generous Internal Revenue
Service regulation is broad enough to per-
mit inclusion of patent attorneys’ fees In
the research category, both for getting a
patent and protecting it.

Selling and promotion expenses run high
in this industry in spite of the fact that
there is but a limited target—the medical
profession. And it may run higher yet:
RCA has just announced its plan for a new
medlieal radlo network which will reach right
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into the doctor's offices. Programs will be
sponsored by the pharmaceutical advertisers,
selling you-know-what. To almost anyone
outside the drug industry and Madison Ave-
nue, spending more (in some cases) on
huckstering than on the production of
goods (with all those 300 quality control
tests per hottle of pills) would eseem
pecullar. You might wonder how it has
been done (pre-RCA):

One doctor sent to Senator EEFAUVER a
box, about half the size of an Army foot-
locker, full of pharmaceutical company
mail—literature and samples. This was one
month's accumulation. Merck furnished
copies of 60 or 70 direct mailings to physi-
cians for a single drug, Decadeon, in just 1

ear,

’ Upjohn has over 1,000 detall men and
only 160 senior researchers. A detail man,
you must understand, is not a salesman. He
doesn’t talk prices. He educates the doctors
he sees, five of them a day. At this rate, Dr.
Upjohn's meseengers can get around to every
M.D. in the country half a dozen times a
year, to talk about Upjohn's new products.
With Merck’s detail men, and Schering’s,
and Wyeth's, and Smith Eline & French's,
and the others, the average M.D. may get
more free education than he needs, though
the education is certainly not without value
to the busy physician who might not, left
alone, familiarize himself with the varieties
of new drugs on the market. Unfortunately
for the record, no doctor has yet bundled up
a month's supply of detall men and shipped
them to Senator KEFAUVER.

What about competition? The patent, the
snow job, and the detail men take care of
that. If there is a good patent on a good
product, the patent owner may be highly se-
lective about who gets a license to manufac-
ture or to sell the product. Price cutters
don't get many licenses, In the case of
prednisone, for which a patent application
has been pending for some years, a small
producer testified that he will be out of the
prednisone business when the patent is is-
sued. The small pill makers will also be out
of the prednisone business, because the li-
cense holders have agreed not to make bulk
sales.

First comer takes all. The first pharma-
ceutical house to get its new product on the
market has a tremendous advantage. The
product's trade name, drilled into the doc-
tors' memory by the snowstorm of direct
mall, medical journal advertlsements, medi-
cal journal articles, detall men visits (radio
programs?), wins out over the generic name.
The doctor gives the patient a prescription
for Meticorten ($17.90 per hundred to the
druggist). By law the pharmaclst is not per-
mitted to supply that patient with predni-
sone (generic name for Meticorten and sim-
flar drugs—#1.76 per hundred). When a
trade name 1is prescribed, he cannot substi-
tute another brand of the identical drug,
whatever the relative prices.

However, the system leaks a little. The
small companies can deal with hospitals
which encourage thelr doctors to prescribe
by generic name or any reliable brand. They
can sell some guantities to druggists who
are willing to suggest to doctors or patients
that prescriptions could be modified to re-
duce price without changing content. They
can sell to the military services and the Vet~
erans’ Administration. But the testimony
indicates that these markets are pretty thin.

Do you remember the concept of con-
sumers' surplus from your elementary eco-
nomics course? That is the difference be-
tween what you would pay (if necessary)
and what you have to pay for something.
In competitive markets, competition forces
prices down toward cost of production, and
the consumer gets the consumers’ surplus.
In monopolistic situations, the discriminat-
ing monopolist prices his products right up
to what the traflic will bear, and thus con-
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verts consumers’ surplus into producers’ sur-
plus. It s interesting to note that the drug
manufacturers preferred to point out that
their drug prices should be compared to the
cost of a week in a hospital, rather than to
the cost of production. They denled being
monopolists, of course, but their language
was right out of the monopoly chapter.

Thanks to Senator ESTEs KEFAUVER'S In-
vestigation, which has just resumed and
may run into May, the ethical drug industry
has been called upon for the first time to ex-
plain in public their costs, profits, selling
methods, and research. The press has given
the hearings wide and effective coverage.
The doctors, perhaps on their own initiative,
possibly after being nudged by their patients,
may begin to take a more active interest in
the prices at which prescription drugs can
be had. At the moment the patients seem
to be angry. A random sampling published in
the Washington Star on January 24 quoted
651, percent of those polled as favoring
Federal control of prescription drug prices.
Only 2114 percent were opposed, while 13
percent stated no opinion. If two-thirds of
the whole population, and three-fourths of
those who were willing to be quoted, want
peacetime price control after two experiences
with OPA and OPS, it looks as if the drug
suppliers and the press agents have managed
temporarily to price themselves out of fa-
vor if not out of an essential market.

[From the New Republic, Feb. 29, 1960]
OnE DRUG—TWo PRICES

The subcommittee found that foreigners
afflicted with arthritis could buy the same
[anti-arthritic] pills for less than Amer-
icans. Upjohn's price in England is $7.53
a bottle, or more than 50 percent less than
its U.S. price. This same pattern of ex-
cessive pricing was revealed when we ques-
tioned the major manufacturers of tran-
quilizers.

Here, too, a Big Three emerged. They are
Carter Products, makers of Miltown; Amer-
ican Home Products, which has a license
agreement from Carter to produce the same
chemical mixture under its own brand name
of Equanil; and Smith Kline & French,
which distributes Thorazine. These three
corporations are the three most profitable
corporations in the United States, not only
in the drug field but in all manufacturing
fields Including steel, oil, machines, ete.
Smith Eline & French, for example, made
net profits, after taxes, of more than 40
percent in 1959. Carter's profit picture is
even better.

Thorazine, distributed by Smith EKline &
French, was developed by a French firm
under the generic term of Chlorpromagine.
Smith Kline & French acquired an exclusive
license to market the drug in the United
States. The French firm sells the drug at
about one cent a tablet in its own country.
Smith Kline & French charges six cents per
tablet in the United States. Carter and
American Home Products sell their Miltown,
and Equanil at the same price of $3.25 for
50 tablets of the same strength to drugstores.
These two brand name pills are exactly the
same under a licensing agreement between
the two companies.

In the tranquilizer field, foreigners again
are favored with lower prices. Miltown, for
example, is sold in Argentina for a fourth of
the amount it 1s priced in this country.
(Senator EsTEr KEFAUVER, February 9, 1960.)

[From the New York Post, Jan. 22, 19860]
Mr. DIRKSER’S TRANQUILIZER

The drug industry, currently under inves-
tigation for profiteering, unveiled a new
franquilizer yesterday in the shape of a Sen-
tor—and tried it out on the Kefauver com-
mittee. It didn't work, but there are indi-
cations the dosage will be increased.
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Senate Minority Leader DmKSEN, Repub-
lican of Illinois, whose membership on the
investigative panel has hitherto been mostly
in absentia, is now showing a special inter-
est in the proceedings. Indeed, his charge
that the hearings are rigged has a special
interest label so large and crude that it Is
almost a caricature of the GOP at its worst.

DirgsEN's attempt to impugn the com-
mittee’s motives was plainly designed to dis-
credit the hearings and take the heat off the
industry. All his formula lacks is evidence.

As Senator Kerauver patiently pointed out,
some startling profit figures have been re-
vealed for which the drug manufacturers
have no convincing explanation.

Then KEeFAUVER'S first witness was called
s an example of what DIRESEN is trying to
suppress. Walter Munns is president of
SKF, which sells more than 25 percent of all
tranquilizers in the United States. Esrau-
vER’S interest in this company is in its aston-
ishing income. Its 1959 profits, after taxes,
are estimated at 42 percent of its net worth,
a proportion that is second highest of all
major American corporations. (Another
drug manufacturer is first.)

Mr. DirESEN'S sedative is unlikely to dis-
pel public interest in such disclosures.

[From the New York Times, Feb. 1, 1960]
TaHE HicH CoST oF MEDICINES

The price of medicines Is high and getting
higher, as almost everyone knows. So high
is it, in fact, and so great is the demand for
drugs that the people of the United States
now pay more for them and medical appli-
ances than they do for the services of doc-
tors. No wonder the investigation of the
drug Industry by the subcommittee headed
by Senator KerauvER has stirred up such
wide interest.

The most impressive defense of high prices
brought out in the hearings so far has been
the high cost of the research necessary to
produce the new medicines, increasingly in
demand as medical sclence breaks ever more
new ground. But less evidence has been
given up to this week as to other costs, such
as advertising, promotion, and sales. One of
the recent hearings, however, threw sharp
light on all these matters by spreading on
the record the experience of one of the Na-
tion's leading companies—especlally in re-
gard to a well-known tranquilizer.

This drug was originally produced by a
French concern. The American company
was given exclusive rights to its production
and sale in this country. Comparative price
figures given by the subcommittee staff were
striking, especially in view of the fact that
the American company did not finance the
basic research. Fifty tablets cost the drug-
gist in Paris 51 cents. In the United States
the same tablets cost $3.03.

The company's record illuminates what the
public wants to know: why drugs cost the
consumer as much as they do, whether com-
pany costs could be reduced and whether
prices couldn't be much lower than they are
without depriving the drug firms of a rea-
sonable profit. Then, too, there is the ques-
tion of whether some sort of Government
regulation may be necessary to assure all of
us who buy medicines that we can get what
we need at the lowest possible price. Cer-
tainly no industry more directly affects the
public health and welfare than this. The
task of the Kefauver group is correspondingly
important.

[From the Memphis (Tenn.) Commerclal
Appeal, Dec. 10, 1959]

Prou1sITIvE DrRUG CoSTS
“Why do certain drugs cost so much?”

Millions of Americans have been asking
that question without getting a satisfactory

answer ever since the so-called miracle reme=
dies came into common usage.
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Those who want to know are the millions
now obtaining rellef through use of the
steroids—the cortisone derivatives—and the
even more millions in whom infectious dis-
ease has been combated through use of anti-
blotics.

They want to know why, for instance a
steroid manufactured at an approximate
cost of a fraction more than a cent per tab-
let should be retailed at a recommended (and
generally asked) price of 30 cents each?

They want to know why, after all the
years of antibiotic usage, a going retall price
per capsule of 50 cents generally still pre-
valls. The chronic patient who must rely
on periodic courses of antibiotics to combat
infection knows that he “has had it" after
the first few rounds at that price.

And they certainly won’t “buy” the con-
tention of the head of one of the Nation's
largest pharmaceutical houses that the
problem of finding it difficult to pay for
needed medication “is just plain inability to
pay for the necessities of life where income
has not kept in step with today's cost of
living." So specious is that argument it
should have been left unspoken,

Judged by revelations to the Senate Anti-
Monopoly Subcommittee, the pharmaceutical
and drug industries have made hefty con-
tributions to today’s highly inflationary cost
of living.

The Senate subcommittee is trying to get
the cost answers. Whether it does or not
depends on how exhaustively, intelligently,
and consclentiously it carries through on it
present inquiry. If it is merely seeking sen-
sation and headlines it is wasting time. If
it fails to get into the fleld of antibiotic
costs and retall price markups, its results
will be entirely inconclusive.

The matter of cost and fair price are in-
separable—or should be because equitable
price must be based on production cost.
Some of the cost factors seem to have been
overlooked in a few of the astronomical
figures so far brought out by the Senate
subcommittee, Research and discovery are
not least of those factors. These must be
encouraged, not destroyed. The big, ethical
pharmaceutical houses in the United States
have made some tremendously important
contributions to medicine and thus to hu-
manity. They have underwritten, or made
contributions of note to institutional scien-
tific research. This, we hope, they will con-
tinue.

While seeking answers to the “why" of high
drug costs, it is imperative that the Senate
committee not only keep fairness as to price
in mind but also fairness as it applies to its
own methods. Its inguiry will be worthless
if lacking sincere objectivity.

Drugs are costing the American people
more than $3 billion a year. That averages
$70 per family, It is time to find out if such
& backbreaking expenditure 1is necessary.
Last year druggists filled 58.6 million pre-
scriptions costing $5 or more.

The price of some pharmaceuticals is pro-
hibitive for millions even with reasonably
decent incomes. An understandable expla-
nation 1is overdue. The BSenate subcom-
mittee should continue its work until it is
furnished by those who can give it.

[From the St. Louls Post-Dispatch, Dec. 20,
1959]
AGENDA IN THE DruUG PROBE

Senator KEFAUVER says his investigation of
drug prices has shown in its first series of
hearings that Congress should consider new
legislation, and we agree. Within a single
week the pharmaceuticals industry has
drawn & public picture of itself so unattrac-
tive that it seems doubtful whether its
prestige will ever be the same again.

When a bottle of arthritis pills can be
bought by a drug house for $1.57, sold to
druggists for $17.90, and resold to the public
for $20.83, something is wrong somewhere.
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An even more flagrant example was the pur-
chase of a drug at 14 cents a gram and its
resale to druggists at $15 a gram, a markup
of 10,000 percent.

The manufacturers sought to Justify this
high profit on the ground that it is necessary
to finance research into new medicines.
They have falled to make a case for it. In
the examples just mentioned no research was
involved at all. Research costs of 81, percent
or so have been mentioned in the hearings,
but that is a long way from profits of up
to 10,000 percent.

The largest single expense of the maljor
drug houses, the hearings have brought out,
is not research at all, but traveling salesmen.
These are the so-called defail men who high-
pressure doctors into accepting new drugs
and specifying them by proprietary name in
their prescriptions. One drug house alone
employs T30 of these people.

We think the drug industry should ques=
tion whether thils is a proper method of
merchandising drugs, and, if it does not,
Congress should.

Congress should question whether, by use
of the drummer system and other devices,
the major drug houses are restraining trade
to shut out their smaller competitors.

The EKefauver subcommittee itself should
look further into the charge made by John
T. Connor, president of Merck, that drug
products differ widely in purlty and quality,
and determine to its own satisfaction
whether the charge is true or false. The
Merck president had testified in effect that
his company can get six times the price at
which the same drug in the hands of his
smaller competitors goes begglng—because
pharmacists have to rely on the reputation
of their supplier for quality.

If some drug concerns are violating the
standards established by the U.8. Pharma-
copoeia, they should be brought into line,
with new legislation if necessary. If they are
not at fault, the buying public—including
druggists—should know that consumers need
not pay multiple prices to get uniform
quality,

Finally, we think both the Kefauver sub-
committee and Congress should give their
best thought to the question how they can
require drugs to be labeled so that the doc-
tor can prescribe by generle rather than
trade name and the patlent can pay the
lowest rather than the highest price charged
for the same product.

[From the Baltimore (Md.) Sun,
Dec. 11, 1959]

LicHT oN DRUGS

The president of the Pharmaceutical Man-
ufacturers Association, speaking before a re-
gional meeting of that body, suggests that
the current criticism of the high cost of
drugs is inspired by persons who are using
the industry as a whipping boy in their ef-
forts to enter the back door to soclalized
medicine. What nonsense.

The reason for the present congressional
investigation is perfectly obvious and calls
for no such devious explanation. It is hardly
an exaggeration to say that the public is
shocked by the excessive cost of most of the
new drugs. Few households are so fortunate
as not to be affected by it. Drugs are & major
item in most illnesses. All too often the
expense strikes hardest among those least
prepared to bear it, which is to say old peo-
ple suffering from chronic allments and
young people with large families. It is the
most natural thing in the world for the pub-
lic to ask why drugs cost so much, It is in
response to that universal curlosity that the
Senate’s Antimonopoly Subcommitiee has
instituted its inquiry. Surely this is a legiti-
mate enterprise for Senators especially in-
terested in the antitrust laws.

If the costs are not justified, then the
public has every right to know it and to de-
mand reform. On the other hand responsible
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manufacturers should welcome the inquiry.
It will give them an excellent opportunity to
put their case before the public. In that
way they may dispel any misunderstandings
and suspicions that are not warranted by
the facts,

[From the Washington (D.C.) Star, Dec. 11,
1959]

Excessive DrUG PRICES?

It may be possible to argue, as the presl-
dent of one major drug firm has done, that
public concern over the high cost of drugs
reflects “a matter of Inadequate income
rather than excessive prices.” For the most
part, however, we suspect that the public
will take this remarkable statement with a
large grain of salt, and feel considerable
gratitude in the meantime that the practices
of drug pricing have come under intensive
scrutiny by the Congress.

Standing alone, of course, the substantial
public dissatisfaction which has been voiced
about the costs of medicines and drugs is not
conclusive of anything. For buying drugs
is something like going to the doctor—there
1s little choice in the matter, and the out-
come too often is shrouded In frustrating
mystery. Most drugs, for example, are or-
dered through prescriptions, which are made
no more intelligible by the druggist. The
buyer, in most cases, has little notion of
what the drug is, where it came from, or
whether the charge is falr. It is precisely
this helplessness, however, which makes the
sale of drugs so susceptible to profiteering,
and which requires that every safeguard be
established to lessen the burden on the sick
and infirm to the greatest degree possible.

Prospects are that the Senate Antitrust
and Monopoly Subcommittee hearings will
extend into next spring—and possibly the
summer—and may branch into the pricing
policies affecting costs of medicine at all
levels, We hope they do. In the meantime,
too few facts have been developed at the
initial hearings to make precise judgments
on the sensational differences disclosed be-
tween production costs and sales prices of
some of the newer miracle drugs. Markups
of 7,000 percent seem fantastic indeed, and
annual profits appear to be far above those
of comparable industries. Drug officials, on
the other hand, contend that the subcom-
mittee has failed to give consideration to
the losses on drug failures and the tre-
mendous costs of research and development.

The manner in which these costs are passed
along, no matter how great they are, how-
ever, is very much the business of the pub-
lic, and Chairman EEFAUVER, in probing the
competitive and contractual aspects of the
drug industry, is right in placing foremost
emphasis on whether the manufacturers are
setting their prices at excessive levels.

[From the Syracuse (N.Y.) Herald-Journal,
Dzc. 9, 1959]
THE DRUG PROBE
(By Alexander F. Jones)

The Senate subcommittee starts its Investi-
gation of drug prices with a case where a
company made & 7,000 percent profit on a
French pill.

Other drugs were named where markups
as high as 1,118 percent were noted.

The president of one drug company—Fran-
¢is C. Brown of the Schering Corp.—strenu-
ously defended drug prices with the conten-
tion costly research that often results in
failure must be pald for by the consumer
on new drugs that are proven successes.

Now it may be that I am completely naive,
but it seems to me I remember many cases
where mnew dlscoveries and inventions
brought prices of commodities down in a
hurry and the industries involved depended

on added volume caused by lower prices for
their profit.
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The testimony of Mr. Brown left no doubt
that the drug industry operates on a basis
where outrageous prices are charged for any
successful new drug so research can have
funds in the search for others.

It may be that research costs are stirred
in when other industries set prices. But I
know several corporations that take research
out of total income before measuring net
profit.

They do not penalize the consumer by
charging extortion prices to make up for
failures.

The result of this policy 1s that millions
of people, many of them old, sick, crippled,
and ill-prepared for extortionate prices are
forced to extreme measures to get money to
pay for medicine.

For 14 months straight the cost of living
index advanced without any recession and
one of the items that was always greater
was the cost of medical care.

The items involved in the advance of
medical care costs are hospital and nursing
charges, doctors fees, and drug costs.

Of the three the worst gouging of the
public has come from drug costs.

It is true that amazing progress has been
made in evolving new drugs that are suc-
cessfully controlling many ailments of
mankind.

The Senate subcommittee has been inves-
tigating for some time, convinced it can
prove the big drug companies are taking
advantage of the natural interest in advances
in the struggle against disease.

It is armed with charts showing the big
companies are acting as one in charging for
certain drugs, while smaller independent
companies furnish the same thing at a frac-
tion of the price.

Whatever the truth about the existence
of an undercover drug trust that is bilking
the public by clalming research takes Its
extortionately high prices, the fact remains
that uncounted thousands of American cit-
izens cannot afford whatever healing qual-
ities the remedies may have.

There is something present in this drug
investigation that other probes do not have—
here we are dealing with saving lives or
losing them because of corporate greed.

No pill that costs a few cents to make
is worth 50 cents over the drug counter.

And when you think that a man may die
for lack of it because he cannot afford to
purchase the drug regularly and is too proud
to go on public welfare, it is not a pretty
picture,

If there is one thing that the people of
this country should be assured of it is rea-
sonably priced health services.

Yet these services continue to skyrocket
in cost.

And the medical profession, the hospital
authorities, and the glant drug firms com-
bined continue to reglster horror at the
thought socialized medicine Is a possibility
in the United States.

Everything that is happening in the cost
of being sick Is leading us clozer to it.

Low cost medlcal care under socialized
medicine in Great Britain is such a success
not even the most conservative government
dares to oppose it.

And to top it off, the cold figures show
profits in the drug industry are twice what
they are in general industry.

It is to be hoped the Kefauver committee
pulls no punches in getting the cost-of-drugs
story before our people in every detail,

[From the Wheeling (W. Va.) News-Register,
Dec. 8, 1959]
THE Druc PROBE
Hearings have been opened in a congres-
sional inquiry which could prove of inesti-
mable value to the American people. It is
the Senate Antitrust and Monopoly Sub-
committee investigation of drug prices, a
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probe which has been in course of prepara-
tion for weeks.

In the capable hands of Senator EsTEs
EEeFAUVER, Democrat, of Tennessee, who
already has won national recognition for
his ability as an Investigator, this inquiry
should succeed in presenting, for the infor-
mation of the American people and the pos-
sible action of Congress, an accurate plcture
of the drug price structure—a definite an-
swer to the queetion of whether or not the
American people are being overcharged for
drugs.

The fact that most drug prices are high,
those of the so-called miracle drugs in par-
ticular, and the further fact that paying
these prices imposes a severe financial bur-
den on countless familles, do not of them-
selves support the popular belief that the
people are being gouged by the pharmaceuti-
cal industry. It is to be borne in mind that
spectacular progress has been made in the
conquest of disease through the efforts of
private researchers in the field of medicine.
The drug manufacturers have participated
prominently in this enterprise, spending large
sums of money to advance the work and
develop the remedies, Their contribution to
the preservation of life and the promotion
of health has been very great. They are en=
titled to reasonable rewards of their enter-
prise. But the word “reasonable” controls.
Do current prices for many of the prepara-
tions which the American people have come
to use in large gquantities justify the desig-
nation “reasonable,” or are they excessive?
That is the question the Kefauver commit-
tee will undertake to answer. Already there
are some disturbing features of the drug
price structure pressing for explanation—
for example, the disparity between domestic
and foreign prices of preparations produced
by the same manufacturer. Senator GEORGE
A. Smaruers, Democrat, of Florida, a mem-
ber of the Kefauver committee, cites these
examples: Vitamin B-12 tablets that retail
for $2.63 per hundred in Venezuela but cost
$4.88 here, tranguilizer tablets which can be
bought at the rate of 50 for 46 cents in
Argentina but command from $3.85 to $4.25
for the same amount in the United States,
or migrane headache tablets which sell for
$14 a hundred in this country yet can be
bought for half that price in England.

There may be valid explanations for these
differentlals. The prices paid by the Ameri-
can pecple for drugs may be reasonable. On
the other hand, many may be far out of line,
Whatever the facts, the Kefauver commit-
tee should be able to establish them, thus
either paving the way for corrective action
or settling the minds of the American peo=-
ple, most of whom now believe they are be-
ing taken advantage of. In fairness to all
concerned, the investigation should be made
a searching one.

[From the Sacramento (Calif.) Bee, Dec. 8,
1959]

WHAT AvAIL WowDeER DruGs I¥ Pric Is
Too HicH?

Perhaps no congressional probe of the last
several years will win more public acclaim
than the investigation undertaken in Wash-
ington, D.C., into the high price of drugs.

Great strides have been made in the last
decade and a half in the development of
drugs which will relleve human allments
ranging from the common cold to arthritis
and pneumonia.

But in many instances the prices are so
fantastically high as to be out of reach of
most people, particularly in cases where the
drugs must be taken over the course of years
if not for a lifetime.

What the U.8. Senate Antltrust and Mo-
nopoly Subcommittee, headed by Senator
EsTtEs KEFAUVER, of Tennessee, will try to find
out by the hearings is whether the prices
can be Justified or if they are set artificlally




1960

to return huge profits to the drug manu-
facturing concerns.

If the latter proves to be the case, and the
subcommittee has many complaints to that
effect, it constitutes unconscionable traffick-
ing upon human ills and miseries.

The committee has taken note of the fact
that when competitive products are placed
on the market the prices generally drop dra-
matically. In the case of penicillin, for
instance, when the drug first was marketed
the price was $20 for a given quantity. Four
years later it was 30 cents.

Drugs manufactured in the United Statea
can be bought for much less abroad than at
home. Tranquilizer pills which cost from
714 to 8% cents each in this country can be
purchased for 1 cent in Argentina.

Nor has it escaped the subcommittee’s
notice that the net profits of drug concerns
are much higher than for Industry in
general.

Certainly the public should be able to get
these new so-cilled wonder drugs at the
lowest prices possible. Advances and dis-
coveries In the medical sciences should be
made available to the masses.

Profiteering, if it exists, simply gives im-
petus to the demand for some form of public
medicine.

[From the St. Louis (Mo.) Globe-Democrat,
Dec. 10, 1959]

How Muca For DRUGS?

‘Washington's investigation of the prices
that pharmaceutical firms charge for the
mredicines they sell hit the headlines with
the first day's hearing. It looks as if this
Benate subcommittee probe will stay in the
news as long as the inquiry continues.

Nothing, not even the price of medical
services and hospital care, is more important
to Americans than the price they pay for a
prescription at the drugstore. Unlike TV
sets, autos, or other comforts, and conven-
iences the average American can take or leave
alone, medicine is usually an essential item
in his budget.

When the cost of drugs and prescription
items goes up, the consumer can't simply
forego them, or buy a cheaper model.

For that reason, what pharmaceutical firms
charge for their product has a far greater
impact than the price charged for a pair
of pants or a pound of bananas.

Are the drugmakers charging too much?

The Senate subcommittee showed that one
of the drug firms bought a drug called pred-
nisolone from the manufacturer, bottled it
and sold it under the name neticortelone,

The drug cost the company the equivalent
of $1.60 for a bottle of 100 tablets, which
the company sold for $17.90 a bottle, and
urged the drugglst to sell for $29.80 a bottle.
Oddly enough, two other firms that mar-
keted the same drug charged the drugglst
the same $17.90 a bottle, too. i

The firm also bought medicine marketed
as progynon for 11.7 cents a batch and re-
sold 1t to drugglsts for $38.40.

Is this too much? And, 1t might be asked,
1s the identical price that three pharmaceu-
tical firms charged for the same medicine
just a coincidence? If it is the result of
collusion, who's enforcing the antitrust act
these days?

The head of the drug firm who was on the
spot tried to squirm off it by saying that re-
search costs are high. Also, he said, it takes
money to test, “tabletize,” and push these
products.

Pharmaceutical firms do invest plenty in
research. At least some of them do. They
- know that coming up with a new wonder
drug is llke hitting the jackpot. A top-
notch, patentable antibiotic has been worth
up to $60 million a year in sales to the firm
that hit on it.
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These new cures or pain killers are not only
profitable for the discoverer, but also a boon
to the public.

At the same time, research is costly. The
firm that gave the world aureomycin spent
#4 million before it had the drug down pat.
And, of course, some money goes down the
drain for projects that domn't pay off.

Up to a few years ago, researchers had
turned up about 300 antibiotics. Fewer than
20 of them made the grade as salable pre-
scription items.

But granting all that, the guestion asked
by Senator ALEXANDER WILEY, Wisconsin Re-
publican, seemed very apropos. He sald he
wanted to know whether drug companies
are conspiring, or getting together, and as
& result, giving the public a rigging.

Senator WiLey charged the subcommittee
exceeded its authority when it probed into a
firm’s profits.

However, he said, there 1s “something of a
moral responsibility in the hands of an indi-
vidual or a group, who claim they have a
remedy, to see that the poor and needy are
not taken for a ride.”

The drug firm official on the witness stand
argued that if some people can't afford drugs
they need, the trouble Is that their income
is too low—not that drug prices are too high,

Anyway, he said, “uniike consumer market-
ing, (the firm) cannot expand its markets
by lowering prices.” The implication is that
its market is limited—and it may as well
charge all that the traffic can bear.

Any medicine maker who gets up in Wash-
ington will have to do better than that to
convince the public that his prices are
falr—and set by true competitive conditions.

[From the Richmond (Va.) Times-Dispatch,
Nov. 29, 1959]

THE Hi6H CosT oF DrUGS

Wonder drugs don't get that name from
the fact that many patients wonder how
they can afford them. But the cost of
today's prescription medicines is of great
concern to persons of low or average incomes.

People who've had to pay what they con-
sider big prices for drugs in recent years will
be watching with more than passing interest
the hearings to be held by a Senate group
beginning December 7.

The Judiciary Committee's Antitrust and
Monopoly Subcommittee will look into pric-
ing practices of drug manufacturers. Are
profit margins exorbitant? Is there collu-
sion on price fixing between manufacturers?
Does the industry spend too much for pro-
motion? They're some of the questions the
committee will be concerned with.

Wide interest in this whole subject may
be taken for granted. Americans forked
over money for 6556 milllon prescriptions in
1958. American Druggist puts the current
average cost of prescriptions at £3.10, but
of course the figure is far higher for some
of the so-called miracle drugs and for other
medicines which are new on the market.

‘Twenty years ago the average prescription
cost was §1.11. The drug industry says the
20-year increase is reasonable In view of
(1) general inflation, and (2) the fact that
many newer drugs shorten the duration of
illness or cure illnesses which formerly were
likely to be disabling or fatal.

There is no denying the fact that pharma-
ceutical production is a great gamble. Man-
ufacturers spend huge sums in research to
develop new drugs which may or may not
prove effective. Or even if a manufacturer
is developing a useful new drug, a competi-
tor may hit the market with it first.

The new drugs pour out in a tremendous
flood—b500 of them in 1958. Some—like the
first oral medicine for diabetes, Upjohn's
Orinase, developed In 1957—may hit the
Jackpot. But, according to one estimate,
85 or 90 of every 100 new drug products
introduced are economic failures.
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Much of the industry’s promotion is done
through about 15000 detail men. These
representatives visit doctors and drug stores
to promote their particular company's prod-
ucts. It s estimated that each visit to a
doctor costs §9 or $10, and detailing a drug
store for a year costs the industry as a whole
about $4,000.

The Nation's 200,000 doctors are flooded
with mailed circulars and samples, The
New Jersey Medical Society's president be-
lieves drug prices could be cut if this eir-
cularizing were ellminated.

It is to be hoped that the Senate hearings
will throw light on the question whether
drug costs can be reduced, and, if so, how.

[From the St. Paul (Minn.) Pioneer Press,
Dec. 24, 1950]
Druc ProBE SHOULD REMAIN IN THE OPEN

One of the first things the Kefauver sub-
committee studying drug industry pricing
policies will have to do when it returns to
work in January is to determine whether
to conduet further hearings in public or
behind closed doors.

Undoubtedly there will be some pressure
for holding executive sessions. Several
Washington columnists have suggested some
attempts will be made along these lines, if
not by subcommittee members, then by rep-
resentatives of the industry.

Such attempts should be resisted in the
public interest. Serlous questions already
have been raised in the sessions held to date
regarding wholesale prices of drugs and
medicines and what items should be in-
cluded In determining the ultimate cost of
specific products. Raised in the full view
of the public, these questions should be
answered in the same manner,

[From the San Bernardino (Calif.) Sun,
F Dec. 17, 1859]

Cost oF DruGs

Those who must pay for prescription drugs
are reading with great concern the revela-
tions made before a Senate investigating
committee.

The Government's witnesses are charging
that the markup on the prices of drugs fixed
by the manufacturers is a bewildering per-
centage. No such charge is made against the
retailers.

The drug companies deny the percentages
and declare the high prices are necessary
in order to finance research that produces
the so-called miracle drugs.

With the testimony at hand it is difficult
for most of the public to reach an opinion.

Senator Estes KEFAUVER faces a great re-
sponsibility. However, the country has
trusted him before and has a right to trust
him to again point the way toward the
proper answer., The public may have for-
gotten but it was Senator Keravuver who
pointed the finger at corruption in Gov-
ernment. He aroused the Nation to the
necessity for the people to be alert at every
level of government.

Under the free enterprise system, competi-
tlon is supposed to take care of unjustified
prices in any line of business. It remains to
be seen whether competition has been stifled
in the wholesale drug fleld. The American
people want the free American enterprise
system to continue; they likewise want the
drug manufacturers to continue their very
important research. But they will insist
upon a careful examination of the prices
that have been charged and the high per-
centage markups.

The American people owe the drug in-
dustry a great debt of gratitude for its suc-
cessful work in research. Nevertheless, that
Industry must now demonstrate it did not
abuse this display of gratitude to gouge the
very people who have been hailing the sci-
entific discoveries.
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We think we can safely rely upon Senator
KEerFAUVER, as one of the great leaders of the
U.S. Senate, to see to it that the public is
properly informed and correctly guided in its
decision. .

[From the Norfolk (Va.) Virginian-Pilot,
. 9, |
Tae WoNDER DruUGs: PrOFIT AND CosTs

The Senate Judiclary subcommittee in-
vestigating wholesale drug prices has begun
by unearthing some troubling figures. Taken
by themselves the figures tell us that our
system of producing and marketing new
drugs is expensive—in some cases pro-
hibitively expensive. There is a danger that
in the rush to blame someone for what is
happening, overall perspective will suffer.

The committee is dealing presently with
only one phase of the production and mar-
ketilng of drugs—sales at the wholesale
level. It is not studying retail prices. It is
not studying, specifically, the cost of produc-
ing all drugs—which includes the cost of
producing failures. It is not attacking, or
has not attacked so far, the larger problem
of whether the American public is getting
its money's worth through a high-cost, high-
production, high-competition research
system.

Consequently, any judgments must be
tempered by the realization that figures out
of context can be misleading. This is what
Francis C. Brown, president of Schering Corp.,
has been telling the committee’s chairman,
Senator EsTes KEFAUVER.

But it is necessary to examine closely the
committee’s bill of particulars. In one
spectacular instance, the committee has sald
that Schering realized profits from a markup
of 7,079 percent on a drug. This drug, mar-
keted as progynon, was purchased by Scher-
ing from a French company for 11.7 cents
(60 tablets) and resold to druggists for $8.40.
The suggested retail price was $14, an astro-
nomical markup from the original purchase
price. The subcommittee conceded that
the figures did not include the cost of tab-
leting, bottling, and selling the product.

In attempting to defend this and other
similarly profitable transactions, Mr. Brown
furnished a major clue to what has hap-
pened. His company was engaged in an
overall operation, he said, and costs for in-
dividual products cannot be isolated. In
other words, a successful product was pay-
ing for a good deal of unproductive work
in other fields. It is an argument that re-
turns the question to the central issue of
whether the system itself is productive
enough to justify the costs.

But it is not an argument that clears
Schering of the need to answer further
questions. Mr. Brown did not deny that
Schering more than made up for a $29
million purchase price in its first 6 years of
operating the business purchased from the
Government in 1952.

To BSenator KEerFAUVER'S query about
whether the company might not have re-
couped its purchase price more gradually
as a “matter of public policy,” Mr. Brown
replied, rather lamely, that the company was
“sitting on a development which we could
not regulate.” His defense of Schering's
pricing system on the ground that the
medical profession accepted it is hardly
more convincing. Most doctors were hardly
in a position to challenge the system, since
they were not in possession of the company’s
profit and cost figure.

There are questions which remain to be
answered by the industry at large. Why
are tranquilizers manufactured in the
United States and sold here for 8 cents
avallable in Argentina for less than a penny?
Is it proper that drugstores in some citles
sell drugs at prices considerably below those
in other cities?

The answers to these questions should
keep the subcommittee bucy for some time
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to come. Soon or late, they should lead to
a full and frank discussion of the way the
system works. Drugs may mean life or
death. They ought not to raise the ques-
tlon of whether some people can afford
them.

[From the Anniston (Ala,) Star, Dec. 22,
1969]
DruG INDUSTRY PROBED

Public concern over drug prices is reflected
in the Senate Antitrust and Monopoly Sub-
committee's current inquiry into pricing
policies of major firms in the industry.

Indeed, the Federal Trade Commission
more than a year ago leveled formal charges
of illegal price fixing against six large phar-
maceutical houses.

Giving especial timeliness to the probe is
the proliferation of so-called wonder drugs
on which practicing physicians have come
increasingly to rely as specific remedies for
particular ailments.

More often than not, the remedy prescribed
today is a patented, trade-name product
which the pharmacist takes from a bottle on
the shelf rather than compounds himself.

The patient has no choice but to pay the
price charged or go without medication.
And the price of the drug often is higher
than the doctor’s fee.

Whether the high price is justified, on the
one hand by the costs of drug research and
on the other by the supposedly superior
curative powers of the medicine, or whether
it is artificially maintained for profitmaking
purposes, is the question,

It is true that certain unique features of
the industry tend to keep prices up. Drug
houses devote much of their time in de-
veloping and promoting new products, which
take over the market for products whose
development and promotion already have
cost large sums.

Pharmaceutical production is a great gam-
ble; individual manufacturers are in a con-
tinuing race to be the first to come upon
and patent a new drug that will meet a
pressing medical need.

The stakes in the race may run into mil-
lions of dollars—profits for the company
that gets there first; losses or reduced profits
for the company that gets there a little too
late.

The boom in pharmaceuticals dates back
to the perfecting of processes for producing
commercial quantities of penicillin, first of
the antibiotics, during World War II.

Since then, the medical world bas re-
ceived a succession of wonder drugs: the
broad-spectrum antibiotics, antihistamines,
steroids, tranguilizers, various painkillers,
and countless others.

The drug industry has added between 300
and 400 new products each year for the last
decade or longer: Upward of 500 new drugs
were put out in 1958. It's strange, moreover,
that certain of these medications have been
revealed as selling across drugglsts’ counters
overseas for less than they're priced to do-
mestic purchasers.

[From the Augusta (Ga.) Herald, Dec. 8,
1959]

Is Cost oF CERTAIN Drucs Too BSTEEP?
SENATE GROUP Is SEEEING To Finp OuUT

A vast majority of Americans doubtlessly
frown on any idea that smacks of soclalized
medicine—and quite rightly so, we feel.

Still, as a research writer pointed out re-
cently, one can hardly afford to get sick
these days, particularly if the treatment in-
volves certain high-priced drugs.

And that is why a U.S. Senate subcom-
mittee, headed by Senator EsTEs KEFAUVER
who i1s armed with what Washington news
analyists Robert S. Allen and Paul Scott call
“some startling comparisons,” is launching
a drug price inquiry this week.
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The comparisons have to do with the
prices of drugs made and sold in the United
States and the costs in other countries of
the identical preparations manufactured by
the same American firms.

For the fact, as shown in a survey made
by a Government agency for KEFAUVER’s anti-
trust investigators, is that some of the drugs,
such as antibiotics, tranquilizers, and anti-
polio serum are being sold abroad for con-
siderably less than in this country, despite
the extra cost of exporting them.

For example, 50 tablets of a certailn tran-
quilizer which sell for 3.85 to $4.85 in the
United States costs only 46 cents in Argen-
tina; a bottle of 100 vitamin tablets that
sells for $2.656 in Venezuela costs $4.88 here,
and a certain antiblotic for which Americans
pay $6 costs only $4 in France.

Other’ Government statistics show that
the cost of medical care is the fastest-rising
item in the national cost of living index. It
is now 50 percent more expensive than it was
in 1949.

Moreover, the figures disclose that profits
of the drug industry, as a whole, have been
more than twice the rate of earnings of in-
dustry in general.

It should be pointed out, however, that
the development of wonder drugs is respon-
sible, more or less for the steep increases in
prices; and that, in addition to research,
much money is spent for promotion.

Defenders of the present system, which is
made possible by patenting of trade-name
drugs, contend that the competitive phase
obviously has contributed to the relief of
suffering. And this, we think, is not to be
denled. Still, as we see it, if the cost of
medical care In general continues to rise, a
strong demand for some sort of a soclalized
system is certain to ensue. There are the
health insurance programs, to be sure. But
gehoost of adequate coverage also comes

gh.

We feel, therefore, that efforts to develop
less expensive programs of this kind should
be pushed.

A socialized medical system—such as
Britain now has—is not the American way.
Medical science undoubtedly would suffer,
and the taxpayers would, of course, have to
shoulder a much heavier load.

[From the New Orleans (La.) Times-
Picayune, Dec. 13, 19569]

DruG INQUIRY

The Senate antitrust subcommittee in-
quiry into the wholesale pricing practices on
some commonly used drugs probably strikes
a responsive chord in many places because,
for one thing, the cost of medicine and medi-
cal care have been a persistent factor in the
continuing advance of the consumers’ cost-
of-living index.

These rising costs, of course, are attribut-
able to many causes, including the urge for
more and better medical care, and the strug-
gle of hospitals to provide facilities.

So far, the Senate committee has concerned
itself mostly with testimony on the pricing
policles and licensing arrangements for a few
drugs, such as the antiarthritls remedies—
the corticosteroids known as prednisone and
prednisolone—which the committee investi-
gators contend have been priced excessively
to druggists and consumers.

A large pharmaceutical company developed
the arthritis drugs 6 years ago. The com-
mittee contention, apparently not denied
outright, is that prednisolone costs $1.57 a
bottle of 100 to produce which, with research,
selling, and distributing costs added, mounts
up to $8.81 a bottle. The wholesale price to
drugglsts, according to the testimony, is
$17.90, and the suggested retall price to con-
sumers $29.83.

The developing manufacturer licensed five
other large companies to produce and mar-
ket the drug with the restrictive provision
that they refrain from bulk sales and market
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only in tablet form. All of these manufac-
turers, investigators testified, maintain iden-
tical prices.

A spokesman for the developing company
denled that the prices were excessive and said
the products must bear the overall cost of
research., He said his company has just
dropped a project that cost it $1,500,000 to
$2 million. The right of his company to
1imit those licensed to produce the drug, he
indicated, would be a matter for the courts.

If the committee wishes to get the whole
picture of drug pricing, we surmise, it will
have to inquire over a wider fleld than that
represented by the large manufacturers.

In some instances, State laws contribute
to the condition the committee complains
about. A Louisiana drug act can be cited.
It happens that several small manufacturers
produce the antiarthritis drugs and, perhaps
because of the unsettled patent question,
have been selling it at one-third to one-half
of the wholesale price charged by the licensed
group. Either by purchasing from the small
producers or getting large discounts from
others, some Louisiana druggists have been
able to sell the arthritis remedies at ap-
proximately half the suggested retail price
of $29.83.

But under the law passed in Louisiana 4
years back, a druggist cannot advertise or
even post prices on prescription or com-
pounded drugs. Thus large numbers of con-
sumers have been prevented from Eknowing
that a standard antiarthritis drug was avail-
able to them except at prices that many can-
not afford.

It seems to us that in the struggle against
socialization of everything, including medi-
cine, laws and conditions that operate to
impair or embarrass the free enterprise sys-
tem should be kept under scrutiny.

[From the Mobile (Ala.) Register, Dec. 12,
1959]

NotEHING To LAuGH OFF 1N THIS TESTIMONY

The testimony of Dr. Louis Lasagna at a
Senate subcommittee hearing on drugs is
nothing tn laugh off.

Dr. Lasagna is head of the division of
clinical pharmacology at Johns Hopkins
University.

What he said is so serious in Its relation
to the public health that the people have a
right to ask the medical profession, and
particularly the American Medical Associa-
tion and the various regional, State, and
local medical socleties, to take appropriate
recognition of it.

As the Associated Press summed up his
testimony, Dr. Lasagna “told Senate In-
vestigators * * * many new drugs are of
miserable quality and may harm the patients
with serlous side effects.”

That is a genuinely serious statement.

Is the American Medical Association pre-
pared to disprove it?

The people of this country have a right
to know—and to know in no uncertain terms.

An expression from the American Medical
Assoclation that limited itself to broad gen-
eralities could not be regarded as satisfactory.

This is a matter that concerns the people
directly and vitally. They deserve to know
what’s what, absolutely, unequivocally, and
conclusively.

The U.S. Public Health Service, which, as
its name denotes, is concerned with the
public health in this country, ought not to
stand aloof In the face of Dr. Lasagna’s
testimony on this question of drugs.

This Federal agency is operated with tax
money to serve the people’s interests where
health is concerned. Aloofness in the face
of the testimony of Dr. Lasagna of Johns
Hopkins University would be disappointing.

One of the greatest domestic misfortunes
that could happen to the American people is
soclalized medicine.
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The Mobile Register has been the foremost
newspaper in the United States in warning
that socialized medicine would be disastrous.
No' other daily newspaper, large, small, or
medium size, has equaled the Register, or
even come close to it, in editorially empha-
sizing the necessity of avoiding that disaster.

The Register 15 exceedingly proud of this
record, a record that is beyond refutation by
any source.

Although they have kept somewhat under
wraps lately, the would-be esoclalizers of
medicine have not vanished. Any situation
that may disturb the public mind under
the existing traditional system gives encour-
agement to the would-be socializers.

If anything connected with drugs calls
for correction, the correction should be made
at once and to the full extent needed.
[From the Beaver (Pa.) Beaver Valley Times,

Dec. 11, 1959]

Druc PrICES UNDER FIRE IN SENATE INQUIRY

Caught in the vicelike grip of the creep-
ing inflation that increases the prices of
everything they buy, a great many Ameri-
cans are finding it difficult, if not wholly
impossible, to buy the drugs they need to
ease their aches and pains.

Most Beaver Countians have long com-
plained that drug prices are too high. For
the most part, they have generally placed
the blame on druggists. But hearings bzing
conducted in Washington by Senator EsTEs
EeFauveR's Antimonopoly Subcommittee in-
dicate that it is not the druggists who are to
blame, but the drug manufacturers.

Letters received from the committee,
principally from elderly people and others
who live on a small pension or other fixed
income, have revealed that many Americans
are depriving themselves of food and other
necessities so that they can buy urgently
needed drugs. Many others are not getting
the drugs they need because, they say, they
cannot afford to buy them. Even some drug-
gists have complained to the committee that
wholesale prices charged by certain phar-
maceutical companies are unreasonable.

According to testimony before the commit-
tee, there is a wide disparity between the
prices charged for the same drugs in the
United States and in other countries, al-
though the same manufacturer produces
them. In other testimony, some pharma-
ceutical firms were charged with markups
of as high as 7,000 percent. But the manu-
facturers have vehemently denied these
charges.

Hardest hit by the high cost of drugs,
whether fairly priced or not, are the aged,
the infirm and the sick with average or low
incomes. Many of them suffer from chronic
ilinesses which require regular and heavy
expenditures for drugs.

If, as they clalm, they are paying out-
rageous prices for the drugs they so urgently
need, they deserve relief.

Druc PROFITEERING: TiME To CrAcKE DowwN

American industry and business are based
on the theory of the profit motive as a
healthful force in developing our produc-
tive capacity and making us a strong and
dynamic nation.

No one seriously challenges this theory
except those who adhere to soclalistic ideas
of one degree or another, and they have
never yet become a serious threat to the
survival of profit economy in this country.

But there has always been a threat from
those profit-takers who are immoderate in
their demands, and who attain, from time
to time, a degree of control in their fields
which permits them to dictate what the
publie shall pay for their products, regard-
less of the so-called law of supply and de-
mand. The threat, in such cases, takes the
form of government action to break up mo-
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nopolies, or to control prices of ltems es-
sential to public health, safety or natlonal
welfare. }

The revelations in the current sessions of
the Eefauver Senate subcommittee point up
a profiteering condition in the drug manu-
facturing and wholesallng industry which
calls for remedial action.

Corporation arguments that research ex-
penses require a substantial markup of
prices over production costs are valid—up to
a point.

They cannot possibly excuse the practice
of selling to arthritis sufferers a pill which
costs 1.6 cents to produce, for a wholesale
price of 17.8 cents and a retall price of 20.8
cents.

They cannot excuse a 7,000 per cent profit
on a “female disorder” remedy, bought from
a French firm at 12 cents a bottle of 60
tablets, sold to druggists at §8.40 a bottle
and to retail customers at $14.

They cannot excuse the price spread of
another product, from a production cost of
28 cents for 100 tablets, to a wholesale price
of 8 and a retall price of §13.35.

They cannot excuse the uniform pricing of
the arthritis wonder drug at a high level by
four major drug companies, while several
smaller firms can offer it to retailers at about
one-fourth of this price.

Charging as much as the traffic will bear
for nonessential luxury items may be justi-
fled, but charging suffering humanity exor-
bitant prices for scientific discoveries that
can ease their pain and perhaps restore
them to productive life Is socially and moral-
ly indefensible.

Americans willingly give millions of dollars
to nonprofit organizations, foundations and
institutes to carry on research projects which
are expected to benefit the human race.
Thousands of scientists dedicate their lives
to such research, expecting in return only
reasonable salaries and security for their
families, and such satisfaction as comes
from extending the boundaries of human
knowledge.

It is incongruous to find, in the manufac-
turing and marketing of the products of
medical research, an attitude of greed and
callousness toward the ill and needy.

One witness’ assertion that “the problem
concerns inadequate income rather than
excessive prices” would be laughable if it
were not tragle. It suggests that the drug
industry expects to serve only the well-to-do
and wealthy, and has no Intention of making
its products available to the great majority
of Americans.

The Eefauver committee will do a major
service to the country if it brings the big
companies sharply to a realization of their
social responsibility—either by legislation,
antitrust prosecution or moral suasion.

The price problem extends beyond the drug
industry, of course. Last summer the pub-
lisher of the News-Press bought an electric
razor in Germany for $11—a razor made in
the United States and shipped overseas. In
this country, the same razor retails for §34.

If anything is driving the United States
toward soclallism, it is the irresponsibility
of a few businessmen under the free enter=-
Pprise system.

PROFITEERING

Senate investigators appear to have
brought to light exceedingly disturbing
practices within the ethical drug industry.
They present, already, a strong case indicat-
ing (1) profiteering pricing and (2) conspir-
acy to maintain those prices.

In one instance, drugs bought for 11.7
cents were sold to drugstores for $8.40. An-
other, in amounts costing 28 cents, was

public at $14.
derived from cortisone was made by the drug
manufacturer for 1.6 cents, was wholesaled
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at 179 cents and retailed at the suggested
“fair trade” price of 298 cents. That is
$20.80 per hundred.

Moreover, charts produced by Senator Ee-
rauver and his committee showed that four
of the great ethical drug companies sold the
cortisone preparation, prednisolone, at the
same prices to the penny, wholesale; $17.90
for a bottle of 100 tablets.

Pinned down, one drug company president
pleaded the costs of research. He seemed to
challenge the figures but when advised that
they came from his own company, disdain-
fully and defiantly declared, “Then they
speak for themselves.” He gave the impres-
sion to at least one observer that he was
challenging the committee on a “What are
you going to do about it?” basis.

It is & good question. What is Congress
going to do about it? Do too many in-
fluential people, including some Members of
Congress, hold so much stock In ethical
drugs that the companies are untouchable?
Is that condition rather prevalent with re-
spect to large industry in the United States?

Have the antitrust laws gone by the board
thanks to cartels, trade associations and
understanding, *‘fair trade"” and other devices
now not only familiar but threatening to be-
come integral of the American econ-
omy; to the detriment of free enterprise and
that whole economy?

[From the Atlanta (Ga.) Journal, Dec. 8,
1969]

THE DRUG MARKUPS

The current investigation before the Sen-

ate Antitrust and Monopoly Subcommittee is
producing evidence of incredibly high mark-
ups in wonder drug prices. Consider the
testimony admitted in the first day’s hear-
ing:
Schering Drug Co. produces an arthritic
wonder drug at a cost of $#1.57 a hundred.
It sells the drug to the retailer for $17.90 a
hundred. Its suggested list price to the cus-
tomer is $29.83 a hundred.

Granted that the pharmaceutical firm does
not enjoy a similar markup from all its
products. Granted that the difference be-
tween cost and price must be great enough
to pay for the staggering cost of drug re-
search, a burden which the companies have
assumed. Granted that the Nation's drug
companies have produced an amazing list of
discoveries that have advanced the frontiers
of medicine at an incredible rate and reduced
the suffering of millions. Granted that the
successful discoveries must be priced to pay
the cost of research that ends in blind alleys.

Markups of 1,000 percent and more still
seem totally unjustified. The burden of
proof is on the drug producers.

Then there are reports that certain pro-
ducers are openly hostile to a retailer that
reduces his own markup below that sug-
gested by the company. One pharmaceutical
house reportedly stopped deliveries to a retail
firm that lowered its prices to customers be-
low the manufacturer's suggestion.

There may be reasonable explanations for
such practices. We are willing to listen to
them. But meanwhile we must conclude
that the Senate subcommittee is justified in
investigating charges of monopolistic price
fixing.

[From the Watertown (N.Y,) Times, Dec.
959]

DruG MARKUPS

Senate investigators continue to seek full-
er explanation from the major drug com-
panies relative to their pricing policies and
the huge markups on many of the new so-
called wonder drugs. They want to know
why price markups range from 1,118 per-
cent to more than 7,000 percent on some
medical products.

For example, three big drug companies
which handle “miracle drugs" sell a prod-
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uct for 179 cents a tablet to druggists,
who in turn charge their customers 20.8
cents. And the basic cost of the tablet is
about 2 cents., Omne of these drugs is
prednisone and the other prednisolone—
both used in the treatment of arthritis.

In another instance it was shown that a
company pald 11.7 cents for the drug used
in 60 tablets of progynon and sold these
to druggists for $8.40 with a suggested re-
tail price of $14. It listed 28 cents as the
price pald for another drug in 100 tablets
with a wholesale price of $8 and a suggested
price to the patient of $13.25.

The Senate subcommittee chalrman, EsTeEs
KEErFAuvER, questions whether such prices
are reasonable and fair to persons who need

So, also, does the public question these
tremendous markups. And the public is
aware of these costs ln more ways than one.
An individual who has to buy expensive
drugs knows what it is costing him out of
his own pocketbook—where he can see his
money disappear. Then he wonders how
much it is costing him, indirectly, as a
taxpayer, realizing full well that his clty
or county welfare department must pass out
similar sums to take care of those welfare
clients who must receive medical treat-
ment.

There are those, of course, who will shrug
the matter off by saying the entire situa-
tion has been developed by politicians try-
ing to make a name for themselves, They
will say it has been blown up out of pro-
portion. But patients who must pay these
high prices for drugs do mnot think along
those lines. They are fully aware of the
price, and have been waiting for someone
to launch an investigation.

Others approach the problem from an en-
tirely different viewpoint. They will con-
cede that higher prices may be necessary
to help cover the costs of research programs
and other expenses in the development of
these new drugs.

However, they wind up by asking this
question: Should the cost of research be
tacked on to the price of one or two drugs
for which it was spent; or should the cost
be spread out over all drugs to take the
load off one or two? In other words, should
such drugs as aspirin, cold pills, throat
tablets and others be increased in price to
help pay for development of the “miracle
drugs”? Those who take a lot of aspirin
will say no—they do not feel they should
help pay for something else. Those who
must depend solely on the “wonder drugs"
naturally would like others to help out on
the cost of research.

We do not profess to know the answer or
have a solution. Pharmaceutical research
must continue. Without some of the new-
er drugs developed in recent years many
of us would not be alive today. However,
it appears the time has come for some agen-
cy to be authorized to make extensive sur-
veys and studlies into the costs of drug
production and pricing policies, Produc-
tion costs and cost to the patient should
be brought closer together. Markups rang-
ing from 1,000 to 7,000 percent seem more
than a little out of reason.

[From the Hartford (Conn.) Courant, Dec.
10, 1959]

Are DrUG PRICES UNFAIRLY HicH?

The current investigation of drug prices
by a Senate subcommittee has been fore-
shadowed for a long time. Senator EsTEs
EKeravuver, who heads the Judiciary Commit-
tee's Antitrust and Monopoly Subcommittee,
sald some time ago that in the 2 years his
group has been studying pricing practices it
had received more complaints about the
high price of drugs than about all other
products put together,

It must be saild that the subcommittee has
already presented a strong prima facie case
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in its initial hearing, which produced evi-
dence of price markups as high as 7,000 per-
cent, In defense of these tremendous mark-
ups the head of one company told of the
tremendous investments his and other com-
panies make in medical research, for which
there is no return whatever. He cited an
antiarthritic project that had cost nearly
$2 million for which there was no return
whatever,

It i1s a fact that the drug manufacturers
of this country have done a magnificent job
of both research and production in every-
thing from penicillin to estrogen-hormone
drugs, for which there was a 7,000 percent
markup. But other attempts to pin price
fixing on the drug makers have failed. Only
last month a Federal judge in New Jersey
dismissed price-fixing charges against five
manufacturers of Salk polio vaccine

In addition to the Kefauver investigation,
which will lead into retail drug pricing, the
manufacturers face another hazard. The
Federal Trade Commission has also filed a
complaint in New York on charges of illegal
price fixing on broad-spectrum antiblotiecs.
These drugs are effective against a wide
range of micro-organisms causing infection
and disease. After a 2-year study the FTC
charges that six companies had tried to
monopolize the market for Tetracycline and
like antibiotics, whose sales amount to mil-
lions a year.

It probably will be possible to reconcile
the charges of thu Kefauver committee of
high prices and those of the head of the
Schering company alleging great expendi-
tures for research., This latter company,
purchased as alien property for $29 million,
earned profits of $32 million after taxes in
little better than 5 years. That profit mar-
gin may explain why your tranguilizer pills
cost you nearly a dime aplece, while the
same thing in Argentina—though made in
America—costs a penny.

If the Eefauver committee can discover
why drugs manufactured in the United
States can be sold abroad more cheaply than
we can buy them in this country, then it
will have performed a public service.

[From the Shreveport (La.) Times, Dec. 3,
1959]

GOVERNMENT PROBES DRUG MANUFACTURING

The cost of severe illness from the angle of
doctors’ bills and hospital fees, including
nursing, has been under widespread public
discussion for a number of years. Now it is
belng approached from another angle, and
this time by the Federal Government—the
cost of drugs for those who are sick.

At present a Senate Antitrust and Monop-
oly Subcommittee under Democratic Senator
EsTes Kerauver, of Tennessee, is preparing
to open hearings Monday on pricing prac-
tices of drug manufacturers. The Federal
Trade Commission is pushing charges of il-
legal price fixing against six large pharma-
ceutical firms. Producers of Salk vaccine
actually are in court on charges of conspir=-
ing to set uniform prices for the pollo pre-
ventive.

-An indication of the increase in both the
cost and use of drugs is found in the sales
figures of the drug industry. Sales of phar-
maceuticals totaled $354 million in 1937 and
$941 million in 1947. This year Federal esti-
mates are that the total will he around 2,500
million, nearly eight times as much as in
1937,

Part of the high cost of drugs is due to the
rapid development of antiblotics. Virtually
all of them are expensive, a typical price be-
ing §8 for 16 pills, or 50 cents a pill. This
prcbably has helped increase the average
coet of a prescription to $3.10 now against
$1.11 only 20 years ago, all figures being from
Federal sources.

The sick person may be Inclined to cuss
out the family drugstore when he sees the
cost of his prescription. But the Federal
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agencies think that the blame, if there is
blame, rests entirely with the pharmaceuti-
cal houses, the manufacturers of drugs.
Usually the druggist is given a set price for
most of the prescription products he sells
today; and, where a prescription used to be
mixed by the pharmacist under a doctor’s
orders, many prescriptions now are stand-
ardized and produced by the pharmaceuti=-
cal manufacturers under patented trade
names,

The patent system itself is looked on by
the Kefauver committee, as a result of its
preliminary inquiries, as one of the major
causes of high prices of drugs. A certain
patented treatment for physiological condi-
tions which affect a tremendous number of
people these days costs $5 for 100 units
ander its patented name. If bought simply
under its generic name—the drug that forms
the patented products—the cost would be
about $1.45, according to Kefauver commit-
tee information.

On the other hand, the patenting of a
drug product increases incentive of other
pharmaceutical firms to laboratory research
to find something better and get it on the
market in competition with the patented
product, according to representatives of the
pharmaceutical industry. They contend
that the seemingly endless run of new anti-
biotics, each presumahbly better than any pre-
vious one in its own fleld, is a result of this
competition created by patents.

Once a patent is broken in any way—by
production of a comparable or better prod-
uct, or in some other manner—the price of
the originally patented output usually de-
scends quickly. Also, when a new drug
comes out the price may be very high at
the start but may decrease with increased
facilities for production—providing both
greater and more economical production.

The first of the present major antibiotics,
penicillin, came out during War II and was
not patented., At first, the cost was $20
for a 100,000-unit vial, and for a while this
drug was avallable only to the Armed Forces.
Between 1943 and the end of 1947 the price
dropped from $20 for the 100,000-unit vial
to 30 cents for the same amount. The new
oral diabetic drugs cost only about half as
much now as when first introduced.

The Eefauver committee investigators
point not only to the tremendous increase
in dollar volume in pharmaceutical sales in
recent years but to what they claim to be

high profits in the drug manufacturing in- -

dustry. They say that the major drug man-
ufacturers of the Natlon received, as a
whole, nearly 20 percent of all sales as
profits before taxes in 19568, where the com-
parable rate for all types of manufacturing
in the Nation was 7.4 percent. Pharmaceu-
tical manufacturing profits after taxes, ac-
cording to the committee’s evidence, were
10 percent from January 1957 through Jan-
uary 1959 for drugs, and less than 4 percent
for sales of all manufacturing.

[From the Little Rock (Ark.) Arkansas

Gazette, Dec. 10, 1959]

A PrOPER INQUIRY INTO DRUG PRICES

Senate investigators looking into prices
report a finding which many people have
suspected all along: There is more popular
dissatisfaction with drug prices than with
the prices of any other class of commodity.

This situation is to a degree inherent in
the drug business. Medicines are abso-
lutely essential and there is not ordinarily
any satisfactory alternative to buying them.
If a price appears high, then it follows that
the patient will complain to high heaven
that the drug industry is exploiting the
sick. He is not likely to be concerned with
the sometimes giant spending for research
to develop a product, or with the overhead
attendant to any business. This is the cross
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which the drug manufacturer and the cor-
ner druggist alike must bear.

But the investigators of the Senate anti-
trust subcommittee have turned up some
startling figures that stretch the limits of
any reasonable explanation. Consider these
two items among the charges made so far:

A major national firm paid a French
company something less than 12 cents for
the drug used in 60 tablets of a medicine
called progynon, used in female disorders.
It was then sold to drugglsts for $8.40 and
the su retall price was $14. These
figures were not disputed by a company
spokesman who appeared at the Senate hear-
ing, although he contended this drug was a
relatively insignificant item.

A tranquilizer sold in this country for
about 8 cents costs less than a penny in
Argentina.

The committee also brought out a charge
that the same company had a 1,118 percent
markup on a medicine derived from the won-
der drug cortisone and prescribed for
arthritis and asthma. This was vehemently
challenged by the company, which contends
its return on this drug was 12.3 percent
after all costs had been considered.

It remains to be determined just how
broad are price abuses in the drug busi-
ness. And in the instance of the cortisone
derivative the merits of the argument are
not completely clear. Proper caution, too,
is needed in determining just what Federal
remedies may be in order.

But the public may recall that the drug
industry has been in the vanguard of the
so-called Falr Trade legislation, which works
to keep prices high on many commodities.
Immediately, the early evidence on drug
prices shows the Senate subcommittee has
at least found a proper fleld for inquiry.
It is axiomatic that the achlevements of
medicine must be severely circumscribed if
drugs are priced so that some people, if they
can buy them at all, pay for them only at
a heavy sacrifice in other essentials.
[From the Pensacola (Fla.) Journal, Dec. 10

1959

ArL Facts SHOULD BE BARED IN DRUG PRICING
INQUIRY

While evidence so far presented is con-
flicting, Senator KErauver and his committee
investigators seem to have hit paydirt in
their revelations of high markups of drugs
by manufacturers.

Charts showing a markup as high as T0
times the cost of a drug and identical prices
for 2 products by 3 manufacturing pharma-
ceutical houses indicates excessive profits
and perhaps agreements on prices contrary
to antitrust laws.

The figures produced by committee inves-
tigators have been attacked by drug firm
executives as “distorted” and “grossly mis-
construed” and the investigators have ad-
mitted that they do not take into account
funds spent on research and promotion.
Company officlals also said that royalties,
distribution costs, and taxes had been
omitted which would bring the markup
much lower.

No doubt these expenses, especially re-
search, are costly, but it scarcely seems that
they could run expenses up to the high
amounts charged retallers and the prices
suggested to retailers for sale to the con-
sumers.

Moreover, the price of these new wonder
drugs, eagerly sought by ailing persons, many
of them of limited means, should drop after
these original costs have been recaptured by
the manufacturers, as one local druggist
commented. The fact that some of the
smaller drug houses can charge much less
also should be taken into consideration.

The testimony lends substantiation to a
statement made a few months ago by a
Florida physician complaining of high mark-
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ups on drugs purchased by the State for pa=
tlents on public welfare.

The Senate committee should push its in-
quiry and lay all of the facts before the
public and Congress so that action
can be taken to protect the public if there
is profiteering or collusion.

[From the Harrisburg (Pa.) Patriot-News,
Dec. 13, 1950]

A Look AT MieAcLE DRUGS AND MIRACULOUS
Prices

If this is an age of miracles, it also is an
age of revelation.

From the wonders of television and elec-
tronically piped music, the public search-
light now is turning to the wonder drugs.

The revelations, so far, may be less noisy
and dramatic but they’re at least significant,

What the Senate Antitrust Subcommittee
has found up to now—and the hearings are
expected to go on for some months yet—
boils down to this:

Some of the new miracle drugs sell
for as much as T0 times their production
cost by the time they reach the patient.

A striking case in point of excessive mark-
up by the drug companies is that of the
Veterans' Administration which was pay-
ing #13.60 for one antiarthritic drug. After
& while, the VA shopped around and, wonder
of wonders, found that it could get the
very same drug from another firm for $3.85.

But the evidence before the committee
shows that millions of private patients
weren't as fortunate as the VA. They have
trustingly followed their doctors’ prescrip-
tions for drugs of certain brands and have
been paying high prices.

There are many Americans who can well
afford to pay top drug prices without ques-
tion. There are also many Americans who
cannot afford to do so and who are either
ineligible or too proud to use public assist-
ance. Such persons have gone without the
drugs—at the expense of their health and
well-being.

The committee claims it has documentary
proof that no new drug is offered the public
unless the manufacturer is assured of a
profit four times his investment.

The ugly inference is that the publie
might conceivably be deprived of essential
drugs at the will and whim of profiteers.

So far, the drug industry has falled to
come up with a convineing justification for
the skyrocketing drug prices.

The president of one drug company,
Francis Brown of the Schering Corp.,
has defended high drug prices, contending
that costly research that often results in
failure must be carried by the consumer on
new drugs that have proved successful. But
that doesn’t justify extortionist prices be-
yond the reach of many sick, crippled and
aged Americans.

There is a strong suggestion that the big
companies are squeezing smaller firms out
of business—and out of competition.

Seymour Blackman, an executive of two
small New Jersey firms, has charged flatly
that the large pharmaceutical houses are
gouging the public for at least $76560 million a
year,

“The consumer buying drugs,” he asserted,
“has no choice. He must buy the medicine
(prescribed) and he has no cholce as to the
brand.” '

Nobody begrudges the drug manufacturers
a fair and reasonable profit. They perform a
vital service to the health of America and
they can’t be expected to do it just for the
love of it. But, like every other industry
under a free enterprise system, they are not
exempt from the obligation to permit the
free flow of competition to operate in creat-
ing prices.

The wonder drugs are wonderful. But it
shouldn't take a miracle to be able to afford
them.
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{From the Monroe (La.) World, Deec, 10,
1959]
Drue PrICE INQUIRY

A congressional investigation iInto big
profits allegedly made by major drug manu=-
facturing firms has been launched by the
Senate Antitrust Committee, This Inquiry
will be watched with extraordinary interest
by the public, since the cost of medicine
has become one of the leading costs of
every day living. Almost every person in
the United States will be directly affected.

In addition to the Senate investigation
headed by Senator EsTes KerFaUvER of Ten-
nessee, chairman of the committee, the
Federal Trade Commission mht:g
charges of illegal pricefixing
large pharmaceutical firms, Producers of
Salk vaccine already are in court on charges
of conspiring to set uniform prices for the
polio preventive. The inquiries and charges
center around the big drug manufacturers.

Figures in the drug industry show that
pharmaceutical sales totaled $354 million in
1937 and $941 million in 1947. This year,
Federal estimates are that total sales will
be around $2,600 million—nearly eight times
as much as in 1037.

There has been no comparable rise in
other costs of living, although there have
been big advances along virtually all lines.

The patent system is looked upon by the
Eefauver committee, as a 1-t=m:1‘t’t;l of p;‘e-
liminary inquiries, as one of e major
causes of high prices for drugs. A certain
patented treatment for physiological condi-
tions which affect a tremendous number
of people costs $5 for 100 units under its
patented name. If bought under its gen-
eric name, the cost would be about $1.45,
according to Kefauver committee informa-
tion.

Still worse, the Senate Investigators ac-
cused a leading manufacturer of hik-
ing the cost of a “female disorder” remedy
more than 7,000 percent above its basic
cost.

The Senate Antitrust Subcommittee pro-
duced evidence that the Schering Corp.
of Bloomfleld, N.J., bought the medi-
cine, Estradiol, from a French drug firm
at about 12 cents for a bottle of 60 tablets.
These, in turn, were sold to U.S. druggists
for $8.40 a bottle and to consumers for $14,
according to John M. Blair, subcommittee
economist.

Francis C. Brown, Schering president, did
not dispute the figures but did contend they
were “misleading and valueless” and a
“headline” item.

It is difficult to understand Mr. Brown's
statement, if the charges against the firm
are true, since neither his firm nor any other
American firm apparently spent any money
developing this drug and therefore seem-
ingly had no excuse for selling it at an ex-
tremely exorbitant price. Sometimes high
prices may be justified when a firm has gone
to great expense to develop a certain drug,
but this appeared to be a clear case of a
7,000 percent profit between the original
geller and the consumer, with no compen-
sating sclentific achievement by the drug
manufacturing firm.

In an opening statement, Senator
EerAUuveR said:

“I am appalled if precious Hrugs are not
obtainable by citizens who need them to
sustain their very lives.”

He sald most drugs clearly would fall
within the definition of “administered
prices.”

Another drug was sald to have cost 28
cents for 100 tablets and to have sold for 8
wholesale and $18.35 retail.

A wholesale price of 17.9 cents per pill for
an antiarthritic drug that cost less than 2
cents was charged.
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“There are more than 10 million people in

on their products but contend this is neces-
8ary in order to carry on research.

Drug development in the last 25 years has
outdistanced all previous advancements In
the history of medicine and the manufac-
turers say this rapid advance followed im-
mediately when industry and the medical
joined hands in research.

An investigation of the type now under-

disclosures that have been made. There may
be justification for high prices for some
drugs but the public is entitled to know
when such prices are justified.

[From the Corpus Christi (Tex.) Caller,
Dec. 16, 1959]

“ALL THE TRAFFIC WILL BEAR” Is A Duslous
PrICE PoLiCY

Implicit in the current Senate Antimo-
nopoly Subcommittee inquiry into wholesale
drug pricing is this most painful question:
Is the theory of “all the trafiic will bear” a
responsible criterion for private business in
the United States?

Evidence already submitted to the sub-
committee indicates that one manufacturer
sold an arthritis wonder drug for $7.35 for
100 tablets in Britain while charging §17.90
in the United States. This same company
realized profits of $120 million in 10 years
on & beginning net worth of 40 million,
making as much as 10,000 percent profit on
one transaction alone.

Senator EsTEs KEFAUVER, subcommittee
chairman, and his assoclates apparently hope
to bring the weight of public opinion to bear
on the high cost of drugs. There 15 no Indi-
cation that the subcommittee anticipates
recommending legislation to set prices either
at the wholesale or retail level.

But the question of drug costs becomes
increasingly a matter of public interest.
Longevity has brought its problems as well
as its rewards. Old age often supports itself
on wonder drugs that pensioners may not be
able to afford.

Here as in other fields of the American
economy, industries are to some extent on
trial. A responsibility to the public exists
in every manufacturer-consumer relation-
ship. Ideally every manufacturer should be
willing to share with the public the fruilts
of lower unit cost through increased output.

[From the New Eensington (Pa.) Dispatch,
Dec. 16, 1959)
Druc Prices Too HicH

We do not feel overly sympathetic to Dr.
E. G. Upjohn, president of the Upjohn Phar-
maceutical House in his protests against un-
fair accusations made by Senate subcommit-
tee investigators.

The investigators pointed out last week
that the Upjohn firm was paying only 14
cents for raw materials in a sex hormone
which it was selling for $§15. Dr. Upjohn was
loudly self-righteous for his firms, stating
that raw materials were only a small part of
the cost in production.

We agree with Dr. Upjohn's statement, but
not to the degree that he is cheating the
public, not to the tune of 10,000 percent dif-
ference In raw material and final sale prices.

The Senate Investigators also pointed at
the tremendous profits made by Upjohn,
noting that in 4 years the firm showed suf-
ficient profits to equal its approximate value
at the beginning of those 4 years.

We approve of prosperity, but in this case
we think the public is being robbed.
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[From t{he Sherman (Tex.) Democrat,

December 1959)
Cost or WonpER DrUGs

A wonder drug to combat arthritis was
sold at 1,118 percent above the cost of the
materials. Another used in the treatment of
female allments was marked up 7,079 percent.
These were the wholesale prices charged by
& major drug manufacturer to drugstores,
Why? a Senate antitrust Investigation
wanted to know, and so do the people who
are paying such inordinate prices.

Francis C. Brown, president of Schering
Corp. of Bloomfield, N.J., told the
committee the mark-up is not excessive be-
cause of the high cost of medical research.
That and the services his concern renders
to physiclans, to introduce these drugs to
them and instruct them in prescribing them,
were added to the actual cost of the
materials,

Senator Estes KEFAUvVER, chairman of the
subcommittee, brought out some serious
refutations. First, he showed that a small
concern sells the same drugs at a fraction
of the Schering price. Second, that the serv-
ice to physicians is in fact a scheme to per-
suade them to prescribe the firm's trade-
marked products. Also, that when it com-
peted for Government business on bids,
Schering cut its price as much as 85 per-
cent. ¥inally, that Schering was an alien
property sold by the Government for $20,-
132,000 and in 51; years, it had more than
recouped its purchase price in profits of
$31,959,000.

ErrAUVER seems to have hit paydirt in
another investigation. The results, we hope,
will be a way to enable the ordinary buyer
to get his wonder drugs at a fair price, not
to have to pay for the research and sales
that build the firm and insure its future
profits and dividends,

[From the Greensboro (N.C.) Record,
December 8, 1959]

Drucs oN THE Mar

Benator EerFAUvER’'s Investigation into the
price of drugs will get a warm endorsement
of the bill-paying public.

The Tennessee Senator's political ambi-
tions may be compounded in the prescrip-
tion, but any light on the subject, for what=
ever reason focused, will be welcome.

That joke that the minimum price for a
bottle of medicine is $5 turns out not to be
exactly correct, but the truth is hard enough
to hurt. The average price of a medical pre-
scription pushed above 3 this year, up from
$2.93 in 1857, according to estimates by the
drug industry.

Government statistics estimate prescrip-
tion prices have climbed more than 33 per-
cent in the past 10 years, compared with 25
percent increase in the consumer price index
as a whole, Over a fourth of what Amer-
icans spent on medical care last year—
$16,400 millilon—went to pay for drugs and
medical appliances.

Everybody agrees that the United States
has wonderful pharmaceuticals, but the
question is: Can the American people afford
them?

Congressional investigators are expected
to charge that this country’s drug-making
business is confrolled by a handful of large
firms which, by unspoken agreement, keep
prices high. They will probably claim that
there is little or no competition among drug
makers.

The investigation will start with a probe
into the price of drugs used to treat arthri-
tis; then it will go into prices of synthetic
hormones, tranquilizers, antibiotics, and
medicines used against diabetes.

At a series of public hearings, executives
from drug companies will have their inning.
They can be expected to contend that the
price of drugs is actually held down by




1960

flerce competition. New drugs may be high
at first, they answer, but prices drop fast on
older products, Drug manufacturers also say
that heavy packaging, advertising, and
promotion costs and research keep prices of
new medicine high.

Whatever the Senate subcommittee un-
covers, the drug makers will find a new fac-
tor in the field of steroids, which bring re-
lief to arthritics. Among scheduled wit=
nesses Dr. Ethel Andrus, president of the
American Association of Retired Persons,
will tell about the association’s own mail-
order pharmacies to sell expensive cortisone
derivatives.

This kind of evidence will be presented:
A check with a purchasing agent of a retail
drug chain shows their prices run about the
same—five steroids are sold for $17.90 for 100
tablets, with a suggested retail list price of
$20.83. This would be a month’s supply.

Other targets for the Kefauver subcom-
mittee will be the concentration of the drug
industry—about 20 firms account for 80 per-
cent of the market—and the industry’s high
profit margin.

Manufacturers feel that they can satis-
factorily explain the high cost of drugs if
they get a chance to tell their story.

They should have every opportunity. But
they should realize that pill buyers will be
hanging on their every word.

[From the Fairmont (W. Va.) West Virginian,
Dec. 9, 1959]

EvipENCE THAT Is TRUuLY HEADLINE MATERIAL

Certain of the evidence given at the drug
hearings before a committee of the U.S.
Senate is misleading and valueless, according
to the president of one of the major drug
companies.

Let’s take a quick look at some of that
evidence:

Here are some tablets whose basic cost is
2 cents. They are sold for 17.9 cents by the
company to the retailer. He, in turn, sells
them to the consumer for 29.8 cents.

That is a 1,600 percent markup.

Or here is a bottle of tablets purchased by
a large drug company from a French firm for
12 cents. The bottle is sold to the druggists
for $8.40 a bottle and then sold by the drug-
gist for 814 a bottle.

That is a 7,000 percent markup.

The figures are admitted to be true, but
called misleading and valueless and a head-
line item.

‘We say they are enlightening, valuable, and
a headline item in the sense that the public
should know about them.

We also say they are outrageous.

When medicines are so costly that the
poor, the handicapped, the aged retired per-
son, and the large family cannot afford to
buy them—then we have reached a new
low in this rich nation.

This is what has happened in many in-
stances, as most persons knew before the
current Washington hearings began.

But what could they do about it?
a case of either pay—or do without.
go away and die somewhere.

In the circumstances, the American peo-
ple should encourage Senator KEFAUVER and
his committee to persist and urge Members
of the Congress to pass legislation which
will correct the situation.

It should e emphasized that druggists
and physiclans generally are against drug
prices that are too high. The hearings to
date suggest that the blame lies with certain
of the large companies.

Quite properly, these concerns point to
increased costs for materials, equipment,
and labor, and to the great cost of research.
These are valid causes for an increase, but
they do not explain the shocking markup on
certain of the medicines.

As to research, many foundations and
organizations are engaged in research hav=-
ing to do with cancer, heart diseases, tuber=
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culosis, and the like. Millions of persons
willingly contribute to such bodies each year.

But is it proper or ethical to expect the
poor, the old and the handicapped to make
the same contribution for company research
as the man of wealth? This is doae by cer-
tain of the companies through their enor-
mous markups, according to the evidence.
This is a secret tax which hits the poor the
same as the rich.

There are, of course, inequities on every
hand and it would be unfair to make a
whipping boy of the drug companies or
druggists.

But in all reason, those concerned should
do some fast policing of themselves lest the
Government find it necessary to interfere.

The public—and that means all of us—
must be protected.

[From the Troy (N.Y.) Times-Record,

Dec. 11, 1959]

AssavING DrUG PRICES

The drug industry has had its most articu-
late spokesmen on the stand to defend the
current status of drug prices. The presi-
dent of Merck & Co. reminds that the field
is highly competitive and says the American
public is getting a fair shake.

We can sympathize with the drug indus-
try’s argument that some prices must be high
in order to pay for research and to subsidize
the items that are failures. Yet the drug
people should be reminded that other lines
of endeavor are also highly competitive. The
Ford Motor Co. took a severe licking this
year when it was forced to pull the Edsel off
the market.

Dr. Austin Smith, president of the Phar-
maceutical Manufacturers Association, pro-
tests that his trade is being made a whip-
ping boy for those who desire socialized
medicine., This argument is silly and only
beclouds the real issue. The present probe
by the Senate Antitrust Subcommittee was
not brought on by socialized medicine advo-
cates. It was caused by the fact that Ameri-
cans are demanding some relief from the
burden of high drug prices.

Senator KeFavuver sald that in the 2 years
his subcommittee has been studying pricing
practices it "“has received more complaints
about the high prices of drugs than all other
products put together.”

We want to be fair with the drug industry.
We appreciate the fact its expensive research
is responsible for many people today being
able to walk about in fairly good health.
But there is more to be done. The industry
should strive harder to bring prices down
within the range of the pocketbook of the
man with a limited income, It is the com-
passionate thing to do and the public will
be grateful.

Mr. DIRKSEN. Mr. President, on
February 8 the Senate agreed to Senate
Resolution 238 which provides $425,000
for the Subcommittee on Antitrust and
Monopoly. I supported this resolution
in both the subcommittee and the full
committee.

During the course of the debate, cer-
tain statements were inserted in the
Recorp by the chairman. They are
worthy of some comment.

Since I was absent on official business
when these statements were made in the
Senate, I ask unanimous consent that a
statement I have prepared may be
printed in the body of the Recorp at this
point.

There being no objection, the state-
ment was ordered to be printed in the
REcorD, as follows:

STATEMENT BY SENATOR DIRKSEN

The Antitrust and Monoply Subcommit-

tee was established during the 84th Con=-
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gress, and I have supported its budget re-
quests inasmuch as it has long been my firm
conviction that the perfection of the anti-
trust laws is essential to maintain a free
competitive enterprise economy. The alter-
native to competition is Government regula-
tion, to which I am unalterably opposed.

The legislative purposes for which this
subcommittee was established must be ac-
complished without destroying the faith of
the American people in business firms
which, in the vast majority of cases, have
been serving the people well and have been
operating in accordance with the laws es-
tablished by the Congress.

In my individual views on the activities
of the subcommittee during the 85th Con-
gress, which appeared in Senate Report No.
1345, 85th Congress, 2d session, I said:

“The free-enterprise system goes much
further than service to the business com-
munity. It does, in fact, serve the interest
of all the people, and it is these interests as
a national consideration which must be con-
stantly kept in mind,

“Freedom of action for business enterprise
is obviously imperative in order to develop
those incentives which provide the greatest
efficiency in the production and distribution
of goods to the consumers of the Nation.
When undue restraints are imposed on that
freedom of action, it will, indeed, jeopardize
the flexibility and the capacity of our free
system to serve the interests of the whole
Nation. It might be pointed out, as an
example, that if the price of any particular
product is held to artificially low levels, the
incentive to supply it and to expand pro-
ductive capacity is restrained and the people
are thereby denled the kinds and quantities
of the goods which they desire and which
they are entitled to have. This objective
of our free system must be kept constantly
clear.” 1

Too often it is overlooked that under our
Constitution there is a separation ‘of powers.
The enforcement of the antitrust laws as
well as other statutes is the responsibility of
the Executive. All Cabinet officers are re-
sponsible to the President. Article II, sec-
tion 1, of the Constitution provides that
“The Executive power shall be vested in a
President of the United States of America.”?

However, every individual or corporation
is entitled to a day in court, The Constitu-
tion, in article III, seetion 1, provides that
“The judicial power of the United States
shall be vested in the one Bupreme Court,
and in such inferior courts as the Congress
may from time to time ordain and estab-
u-Bh.”s

The powers of the Congress stem from ar-
ticle I, section 1, of the Constitution, which
provides that “All legislative powers herein
granted shall be vested in a Congress of the
United States, which shall consist of a Sen=-
ate and House of Representatives.”*

Accordingly, it is essential that all inqui-
ries conducted by any congressional com-
mittee have a legislative purpose. It is not
the proper function of a committee to deter-
mine the guilt or innocence of individuals
or firms.

The current drug investigation is making
headlines, but it is certainly not contributing
to the legislative process, nor has it, in my
judgment, suggested any new avenues for
perfecting the antitrust laws. Under the

1 Activities of the Subcommittee on Anti-
trust and Monopoly, 1957, report of the Sub-
committee on Antitrust and Monopoly,
Committee on the Judiciary, U.S. Senate,
85th Cong., 2d sess,, S. Rept. No. 1345, Mar. 6,
1858, p. 11.

247.,8. Government Organization Manual
1958-59,” Federal Register Division, National
Archives and Records Service, General Serve
ices Administration, p. 5.

s Ibid., p. 7.

4Ibid, p. 1.
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terms of the resclutions which have author-
ized funds for this subcommittee, this is the
only subject in its province.

During the course of the debate on Febru-
ary 8 the chairman stated:

“I think it should be pointed out also that
sometimes the exploration of an issue, even
though the result is that no bill is reported,
may be of greater service to the public than
would be the case If some legislation re-
sulted" (ConerEssiONAL REcorp, U.S, Senate,
86th Cong., 2d sess., Feb. 8, 1960, p. 2209).

If this were the primary funection of this
subcommittee, I could not in good con-
sclence justify expenditures of public funds
wnd the enormous demands upon private in-
dividuals who must prepare material for
presentation to the subcommittee. It is to
be hoped that American citizens will follow
all congressional debates and hearings with
interest and understanding, but every hear-
ing must have a legislative purpose and can-
not be justified on the basis that it is essen-
tial “to widen the knowledge of the American
people on our economic system and its
strength and weaknesses."”

My concern with the possible misuse of
the documents prepared by this subcom-
mittee was expressed in my individual views
of its activities during the 85th Congress.
Isaid:

“I am aware, however, that sentences,
paragraphs, and conclusions from such re-
ports are so freely quoted in all parts of
the land and used as authoritative state-
ments, and these supplementary observa-
tions are made largely because I think the
time has come for Members of the Senate to
be extremely careful with respect to reports
of this kind so that they do not become the
vehicles for misimpressions and erroneous
conclusions. This fact becomes more and
more important as the work of the Senate
and Senate committees increases in volume,
and there is a growing rellance upon the
work of committee staffs. The Members of
the Senate in the last analysis must be held
responsible for the observations which are
set on paper and freely circulated as an
official document.” ¥

In the course of the debate on February 8,
the distinguished junior Senator from Colo-
rado [Mr. CarroLL], sald:

“Can the Senator think of any other com-
mittee of the Senate which calls before it
representatives of more giant corporations in
the Nation than does the subcommittee of
which the Senator is chairman?” ¢

Unless legislation results from the testi-
mony of the representatives of glant corpora=
tions, then the subcommittee is not perform-
ing its proper function. Certainly the mere
fact that it has been able to require the
presence of industrial leaders who have been
forced to spend countless hours in the prepa-
ration of testimony and in recent days testify
long after midnight, is no criterla of the
usefulness of its deliberations.

Reference was also made to the fact that
the investigation of administered prices was
largely etimulated by the testimony of econ-
omists who appeared before this subcom-
mittee, During the opening phase of these
hearings only five economists appeared to
present their views, The social sciences, un-
like the physical sciences, are subject to
many interpretations. Without in any way
disparaging the abllities of the five econ-
omiets who appeared before this subcom-
mittee in the summer of 1857, they repre-
sent a minute segment of the professional
community in this field who are regarded
with distinction in business, in our educa-
tional institutions, and in government. In
fact, in July of 1957 when these initial hear-

" Op. cit.,, Activities of the Subcommittee
on Antitrust and Monopoly—1957, S. Rept.
No. 1345, p. 15.

¢Op. cit., ConGrREssioNaAL REecorp, Feb. 8,
1960, p. 2210,
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ings started, the membership of the Ameri-
can Economie Association, as published in
a special edition of the American Economic
Review that month, included 8,387 mem-
bers.?

POINT 1, HAS THERE BEEN A WASTE OF THE
| TAXPAYERS' MONEY?

The statement inserted by Benator EE-
FAUVER in the CoNGRESSIONAL RECORD of Feb-
ruary 8, appearing on page 2213, includes
the following:

“The record does not bear out the mi-
nority leader. The fact of the matter is
that he is aware that, both as a member
of the Senate Antitrust and Monopoly Sub-
committee and as a member of the full Ju-
diclary Committee, he voted to approve the
program, budget, and resolution of the sub-
committee. The subcommittee formulated
and approved its program on January 21,
1959, which was submitted to the parent Ju-
diciary Committee. This program which was
approved by the minority leader, among other
things, contained the following statements:

“ ‘The subcommittee’s plans for the next
year are wide In scope so that it can continue
to study and seek an answer to this funda-
mental problem in the antitrust field. The
subcommittee envisages the consideration of
legislation to supplement existing antitrust
laws.'"?

All members of the subcommittee, Includ-
ing the chairman, know that its conferences,
which relate to the program and budget,
offer a very meager opportunity for the dis-
cussion of legislative objectives and investi-
gations. The usual procedure provides for a
motion that the subcommittee investigate a
topic such as professional team sports, as-
phalt roofing, steel, or drugs. It is then
seconded and approved without prior con-
sideration of the scope of the hearings or the
nature of the recommendations which it
hopes to develop, In some instances when
these matters have been discussed, it be-
came necessary for me to leave the meeting.
Every Senator must discharge the other re-
sponsibilities of his office,

An example of the difficulties which con-
front many Senators is presented by the sub-
committee’'s proceedings during its execu-
tive seszion in January. At that time, it was
agreed that because of the civil rights debate
scheduled to begin on February 15, the hear-
ings planned for the month of February
would be held between February 8 and 9. It
was obvious to every member of the sub-
committee that the long protracted schedule
of Senate debates would preclude my attend-
ance, as well as that of other Senators, dur-
ing hearings after February 15. At this same
executive sesslon, it was agreed that the wit-
nesses scheduled to appear in February would
include members of the American Pharma-
ceutical Assoclation, the American Medical
Assoclation, the Food and Drug Adminlstra-
tion, and possibly the Federal Trade Com-
mission.

However, this entire schedule was altered,
and hearings were held starting on February
23 through February 27, rather than on the
dates originally agreed to. In view of the
important matters before the Senate, I was
forced to object to the continuation of hear-
ings while the Senate was in session. Much
to my surprise, the chairman adopted the
unusual procedure of holding hearings far
into the night after a long and arduous de-
bate on the Benate floor. Furthermore, in-
stead of adhering to the list of witnesses
which had been agreed upon in executive ses-
slon, two unscheduled doctors, who were ex-
employees of a drug manufacturer, were in-

7 American Economic Review, the 1958
handbook of the American Economic Asso-
ciation, vol. XLVII, No. 4, July 1957, Evans=
ton, Il1., p. 476.

! Op. clt.,, ConoREsstoNAL Recorp, Feb. 8,
1960, p. 2213,
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vited by the chief economist, Mr. Blair, to
testify with respect to matters which had
been covered previously by three physicians,
as well as a representative of 2 mental health
organization. By doing this, the chief
economist overruled the decision of the sub-
committee members as to who should testify.

It is my view that the proper procedure
would have been for the chairman and the
staff to maintain close contact with all the
members of the subcommittee and advise
them with respect to the scope of the hear-
ings and the reasons for seeking testimony
from particular witnesses.

On too many occasions the information I
have received concerning the activities of the
subcommittee was obtained from a press re-
lease, rather than from the chairman or the
staff. Furthermore, I believe that this sub-
committee should follow the procedures pro-
vided in the Legislative Reorganization Act
of 1946, which states that so far as prac-
ticable all witnesses appearing file in advance
written statements of their proposed testi-
mony. This act also directs the staff of each
committee to prepare digests of such state-
ments for the use of all members. There
is no reason why this procedure, which is
prescribed for all standing committees,
should not be applied to this important sub-
committee.

With the adoption of Senate Resolution
238, the Senate has authorized spending
$1,490,000 for the work of this subcommit-
tee. It may spend $150,000 more in 1860
than its total appropriation of $275,000 In
19567. This was granted in Senate Resolu-
tlon 657, authorizing $225,000, and Senate
Resolution 166, approving an additional
$50,000 during the 1st session of the 85th
Congress.

It is significant that with only $275,000
provided for this subcommittee in 1957 it
was able to conduct extensive hearings on
the oil industry, accelerated amortization,
as well as on amendments to the Packers and
Stockyards Act. At the conclusion of each
series of hearings, reports were submitted
which included majority and minority views.
The subcommittee also conducted extensive
hearings on 8. 11, a measure to reverse the
Supreme Court action in the Standard Ofil
case. It started its continuing investiga-
tlon of so-called administrated prices with
testimony from economists, followed by an
extensive series of hearings on the steel in-
dustry. These activities were time consum-
ing and required the close attention of the
subcommittee’s members and staff.

Certainly, if any worthwhile accomplish-
ment is possible, it should not be hindered
by an arbitrary refusal to provide the funds
which the chairman and the majority of sub-
committee members in their judgment be-
lleve necessary. This is why I have always
supported reasonable requests for the opera-
tion of this subcommittee. However, at the
conclusion of this session the Senate will
rightfully expect some Ilegislative accom-
plishments to justify the moneys which have
been authorized.

POINT 2. THE SUBCOMMITTEE'S LEGISLATIVE
ACCOMPLISHMENTS

Many Senators have been immobilized and
have found it difficult to discharge their
many other responsibilities to their con-
stituents and to the Senate as a whole by
the necessity of participating actively in
these extensive hearings. The legislative
results in terms of laws adopted have indeed
been meager. They include only two mea-
sures.

On September 2, 1958, a bill to amend the
Packers and Stockyards Act of 1921 became
Public Law 909, 85th Congress. Again, on
July 23, 1959, a bill to amend section 11 of
the Clayton Act, to provide for the more
expeditious enforcement of cease-and-desist
orders issued thereunder, became Public Law
107, 86th Congress. This measure was
recommended by the administration, and
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there was no opposition to its passage. The
enactment of these laws does not constitute
a record of outstanding legislative perform-
ance.

POINT 3. THE SUBCOMMITTEE'S PROCEDURES

It {s my firm conviction that any sub-
committee which expends large sums of
the taxpayers’' money, and also requires that
private individuals in order to protect their
good name must expend a great deal more
of thelr own resources should seek the ap-
proval and guidance of the parent commit-
tee.

Based on 3 years of experience, I have no
reservation in recommending that the entire
Judiciary Committee should approve the
initiation of any new hearings and define
their scope. It is particularly essential that
this procedure be followed in the case of the
Antitrust and Monopoly Subcommittee be-
cause the chalrman has delegated the direc-
tion and course of the investigation it pur-
sues largely to the staff.

When a subcommittee is engaged in a com-
plex and controversial investigation, the staff
should have the benefit of all of the guld-
ance and direction which the parent com-
mittee can offer so that its efforts will truly
reflect the objectives which the Senators re-
sponsible to the electorate who serve on the
entire Judiciary Committee believe may ul-
timately result in new and useful legislation
in conformance with the resolution provid-
ing the funds.

POINT 4. THE PROCEDURES OF THE SUBCOMMIT=
TEE'S STAFF

On many occasions in individual views and
in a statement in the CONGRESSIONAL RECORD
on January 22, I have expressed my concern
with staff procedures which create headlines
but do no credit to the objectivity and in-
tellectual honesty of the Senate as a whole.

In my statement concerning the drug hear-
ings on January 22, 1 said:

“The first witness was Mr. Francis C.
Brown, president of Schering Corp., an
ethical drug manufacturer. Shortly after
Mr. Brown completed his testimony, the chief
economist of the subcommittee introduced
an exhibit into the record which seemed cal-
culated to make headlines and front page
stories. This was done by alleging that the
Bchering Corp. was marking up its products
from 1,118 percent to 7,079 percent, when
the fact was that Schering was operating on
8 12- to 16-percent profit after taxes. Mr.
President, the exhibit on its face was mis-
leading, because it excluded the necessary
expenditures of doing business under usual
accounting practices accepted by the In-
ternal Revenue Service by virtue of the in-
come tax laws of our Nation. By excluding
these expenditures, the chief economist
used a computed cost figure of $1.57 in rela-
tion to the selling price of $17.80 for 100
tablets of prednisolone, when it was evident
from the financial statement of Schering
Corp. that proper allocated costs, namely,
cost of production, research, selling, and
distribution, administrative, and taxes, were
$15.03 rather than the computed costs of
$1.57. Had the proper costs been allocated,
a profit of 16 percent after taxes, or a mark-
up of 33 percent before taxes, would have
resulted, which is the true picture. Mr.
President, the result of all this was the
glaring and misleading headlines and front
page stories of 1,000 percent to 10,000 per-
cent profit by drug manufacturers, when
the facts show that there was 12 to 16 per-
cent profit after taxes for these drug manu-
facturers.” ®

Other Senators also have voiced concern
with these committee procedures. The dis-
tinguished senior Senator from Maryland in
& statement in the ConcGrEsstoNAL RECORD of
February 8 expressed his concern with the

_ ? CONGRESSIONAL RECORD, U.S. Senate, 86th
Cong., 2d sess., Jan. 22, 1960, p. 1080.
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procedures followed by Dr. John M. Blair,
chief economist of the subcommittee. He
sald:

“I have long been concerned that the
preparation of hearings by any Senate com-
mittee dealing with the reputation of leading
American firms should be entrusted to an
individual who has been critical of the eco-
nomiec policies which have made our country
great. I am not alone in making these
characterizations.”

My position with respect to the staff was
clearly outlined in my individual views on
the investigation of administered prices in
the automobile industry. I said:

“It is regrettable that the majority has
permitted the long standing prejudices and
bilases of its staff to influence the prepara-
tion of Its views. * * * Free-enterprise cap-
italism as it has developed in this country is
the only economic system which at all times
reflects the wishes of consumers through
their purchases in free markets. It has pro-
vided incentives to producers. In fact, it has
literally remade civilization. Attacks which
reflect on its performance, while not attribut-
ing guilt to anyone and providing no sugges-
tions for legislative remedies, are a great dis-
service to the Amercan people.” 1

POINT 5. STATEMENTS CONCERNING COSTS AND
PROFITS BASED ON THE STAFF'S COMPUTA-
TIONS
Throughout the course of the drug hear-

ings, there has Feen a persistent effort to
impute the costs of products from computa-
tions prepared by the staff and submitted as
tables during the course of the hearings. In
most cases, the chief economist’s exhibits are
based on only a small portion of a com-
pany’s costs, principally materials and pro-
ductive labor. They completely neglect the
costs of selling, distribution, general and
administrative expenses, royalty payments on
patents, as well as the most important item
of taxes, Federal, State, and local.

SBuch a procedure does little credit to the
Senate since it has no relation to the real
world of competitive business. It is purely
an academic exercise. In every instance, the
published financial statement of the com-
panies who have appeared before the sub-
committee reveal a reasonable relationship of
profits to sales. Certainly, there is no in-
stance where any company which appeared
before this subcommittee has Informed its
stockholders of data which would justify a
front page headline that it was making a
profit ranging from 1,000 to 10,000 percent.

It will take many years for the firms who
have testified on administered prices in the
drug industry to clarify their true positions
with the American people. The absence of
competition, if such is the case, would have
been detected by the enforcement author-
ities with little difficulty long before profits
rose to these fantastic heights if all of the
costs had been included in the computations.

Senator KEFAUVER, In his statement appear-
ing on page 2213 of the CONGRESSIONAL REC=-
orp of February 8, 1960, said:

“In presenting this table at the hearings it
was made plain, as it had been made indelibly
clear in other similar examples, that what
was reproduced was computed production
costs as compared to actual price and that
it did not purport to include, nor represent
that it included, such other costs as research,
selling and distribution costs, taxes, and
profits.” 12

An examination of the transcript of the
hearings would indicate that the exhibits

¥ Op. cit., CONGRESSIONAL REcorp, Feb. 8,
1960, p. 2147,
. 1QOp. cit., Administered Prices, Automo-
biles, Report of the Subcommittee on Anti-
trust and Monopoly of the Committee on the
Judiciary, p. 312.

20p. cit, ConNGREsSsIONAL REcorp, Feb. 8,
1960, p. 2213, !
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prepared by the subcommittee staff were not,
in fact, so “indelibly clear” as to what had
been included as costs. Indeed, the follow-
ing colloguy between Dr. Blair and Mr.
Francis C. Brown, president of the Schering
Corp., at the opening of the hearings on
December 7, shows that the stafl's analysis
was not only superficial, but totally unrelated
to the economic facts of life and completely
misleading:

“Mr. BLaIR. This, of course, translates into
a price, into a computed cost excluding sell-
ing distribution cost of $1.57 per 100 tablets.

“Schering’s price for a bottle of 100 tablets
of meticortelone to the druggist is $17.90.

“Mr. BrowN. Now, if we were simply doing
the things that you have described on this
piece of paper, it would seem to me that your
question would be pertinent. But as I have
described in my statement, we are doing a
great many more things, and these include
the informational work, the pioneering work
which we did in the preparation of these
compounds, and which we continue to do as
the company which originated them, and
moreover, the supporting of the distribution
system which we have built up over the
years at considerable expense, and the main-
tenance of the research which we are en-
deavoring to do to push back the medical
horizons for the future.

“These are just as much a part of our costs
as wastage in production and tableting and
bottling." 1*

It is significant that taxes, royalties, re-
search, distribution costs, general and ad-
ministrative expenses, as well as profits, were
not included in this so-called computed cost.
These obviously constituted the diffierence
between $1.57 and $17,907. In relating over-
all profits to the company's financial state-
ment, the following colloquy between Mr.
Brown and the chalrman is noteworthy:

“Senator EKErFAUvER. You mean that re-
search, profit and distribution and everything
would make up that difference between $1.57
and $17.90?

“Is that your testimony?

“Mr. BeownN. You have our financial state-
ment, Senator, which discloses exactly what
our performance was. And I have also
pointed out, if I may interrupt you, that we
do not operate on the basls of a single com-
pound alone. We operate on the basis of
averages.” ¥

A further discussion ensued:

“Senator EEFauver. What is the percentage
of markup from $1.57 to §17.90?

“Dr. Brair. Mr. Chairman, it is 1,118-per-
cent markup, roughly 11 times.

“Mr. BrownN. If I may be permitted to do
g0, I would llke to say that I consider this
not to be the proper relationship, because
this does not include the expenses of doing
business which I have outlined. This only
includes the bare factory production cost." %

At a later point in the hearings, the minor=-
ity counsel, Mr. Chumbris, raised a pertinent
point. The following colloguy is of interest:

“Mr. CHumMeris. Dr. Brown, on page 10 you
list various items in which you consider your
costs that go into your products. Now let’s
take this, $1.57 per hundred.

“Does that include your rent or your plant
maintenance or your depreciation? Is that
in it?

“Mr, Brown. This, according to this com-
putation as I understand it, this would sim-
ply cover the labor charge and I don't know
what other items may have gone into 1t, but
it certainly would not include any of the
general business expenses.

= Administered Prices in the Drug Indus-
try, Report of Proceedings, Hearing before
the Subcommittee on Antitrust and Monop-
oly of the Committee on the Judiciary, U.S.
Benate, vol. 1, Dec. T, 1959, pp. 53-55.

3 Ibic., pp. 58-59.

i Ibid., p. 60.
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“Mr. CHUMBRIS. Does it include your cost
of taxes?

“Mr. BrownN. No.

“Mr. CHUMBRIS. You have already men-
tioned selling expenses, distribution, and
your research.

“Senator Kerauver asked you a question.
He said assuming that you add 23 percent
and 8 percent, that doesn’t take much away
from your 1,000 whatever percent was used
by Dr. Blair.

“Senator KerAUVER. 1,118 percent.

“Mr. Brown. It has to be taken away from
100 percent and not a thousand percent, Sen-
ator.

“Mr. Crumseris, So therefore if you took
into consideration 23 percent and 8 percent
and 32 percent, you wouldn't reach a figure
anywhere near 1,118 percent, would you?

“Mr. BrowN. In the one instance we are
talking about, percentages in relation to 100
percent, and the figure that I gave on selling
and distribution expenses being 32.7 percent
is in relation to 100.

“Mr. CHUMBRIS. In order for the record to
be clear, I would like to ask Dr. John Blair
to take into consideration these different
percentages, and add that to the cost of
$1.57 and then compare the markup from
that figure to the $17.90 that he mentioned
per hundred.

“Dr. BLAmR. Mr. Chairman, I would like to
answer that very briefly by stating that pre-
sumably most of the costs, excluding the
selling and distribution costs to which Mr,
Chumbris has made reference are included
in the price from Upjohn to Schering.

““The plant costs of rent and depreciation,
all of these various costs that are involved
in the normal cost of doing business are
reflected in a sale price made between one in-
dependent company and another independ-
ent company, and if they are not included
then in effect what is happening is that
Upjohn is selling below cost.

“Mr. BrownN. Dr. Blair is talking about the
sale of bulk material by Upjohn, which has
no relation to any of the expenses of opera-
tion of our company. How they arrive at this
price is something I don't know,

“This is up to them, This is a price which
was quoted to us, Senator, in an arm’s length
transaction." 1

On the second day of the hearings, Mr.
Brown presented a very lucid explanation of
his firm's costs of doing business, which
completely refutes the allegation of 1,118
percent markup as represented in the com-
putation included in the exhibit submitted
by Dr. Blair., Mr. Brown said:

“We at Schering do not allocate costs on
& product-by-product basis, and I am sure
that in this industry this is not the case, first,
because this cannot be done, and second,
because it would serve no useful purpose if
it were attempted.

“Let me show you a typleal cost pattern
based on applying the relationship of the
various costs in our financial statement from
1958, a copy of which I believe is in the hands
of this committee, to the prednisolone 5-
milligram tablet 100 bottle, 100 tablets per
bottle, that we were discussing yesterday, and
I will do this in the way which is customary
and accepted both by accountants and econ-
omists in business and in Government as
well.

“In the first place, it was indicated that
the drug list price for this item was $17.90
a bottle of 100 tablets. For this, however,
we would have received $14.03 after regular
trade and cash discounts on sales to whole-
salers, and only would have received the
$17.90 on direct sales to retailers, which is a
smaller part of our business than our sales
through wholesalers,

“So in our case the production cost of
sales, deducting now all income other than
sales income, would be $3.05. The selling

30 Ibid., pp. 62-64.
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expenses would be $4.80. The research ex-
penses would be $1.20. The administrative
expenses would be $1.22, The royalties and
other expenses would be 7 cents, and the
income taxes which we pay to the Federal
Government would be $1.86, or a total cost
of $12.30.

“Now, the difference between these costs
and what we would get for the product where
we sold it through wholesalers, which is the
bulk of our sales, would be $1.73, or 12.3 per-
cent of what we received for the product.

“Now, this figure would be less than the
16 percent which we derive as overall profit
on sales as it was discussed yesterday and as
is reflected by our financial statements, be-
cause we have deducted income and interest,
royalty income, and interest income from
these calculations.

“I sald yesterday, and I trust you will per-
mit me to repeat, that a 12.3 percent return
on sales is a reasonable return, considering
the unusual risks Involved in this business.
These risks, I may say, having recently been
recognized in a very important report issued
by Her Majesty's Stationery Office for the
Queen of England entitled, ‘The Cost of
Prescribing,” and known as the Hinchliffe
Report, in which it lays emphasis upon the
fact that in this industry a product can be
here today and gone tomorrow, and that this
is a factor which must be recognized.”

As I have already sald, the staff and the
chairman have slected certain expense items
and neglected others. The use of § percent
of the total expenses instead of the 84 per-
cent which the company books revealed
leaves some doubt in my mind as to the
objectivity of the chairman and the staff.
Such an approach is a grave injustice to the
integrity and reputation of American busi-
ness,

Exhibit No. 1 prepared by the staff and in-
troduced during the hearings on Monday,
December 7, was labeled, “Prednisone—b&
mgm. Tablets, Computed Cost Based on
Bulk Price Transaction and Contract Proe-
essing Charges.” ** However, after I chal-
lenged this misleading technique in a state-
ment on January 22, the staff went to great
pains to correct this obvious distortion of
fact in the exhibits it presented during the
hearings on Tuesday, January 26. Exhibit
No. 1566 introduced by Dr. Blair was a table
entitled, “Meprobomate—400 mgm. Tablets,
Computed Production Cost Based on Bulk
Price Transactions and Contract Processing
Charges (exclusive of selling and distribu-
tlon costs)." ®

It is significant that after my statement
of January 22, for the first time these tables
were labeled as Computed Production Cost
“exclusive of selling and distribution costs.”
Even so, an examination of the exhibits falls
to show any attempt to cover other normal
business expenses, such as rent, electricity,
heat, and taxes. These ltems are just as
much a cost of doing business as selling and
distribution costs, which Dr. Blair finally
agreed to recognize.

In his statement of February 8, the chair-
man said:

“What is Interesting, Mr. President, is
this. When confronted with the computed
production costs as devised by the staff of
the subcommittee, the head of the Carter
Products Co. then offered the company's own
figures on Miltown costs and profits per tab-
let. The actual manufacturing costs, pre-
sented by the Carter Co. is 7 cents per
tablet, which is identiecal with the computed
costs of the staff of the subcommittee.” 20

¥ Op. cit., Administered Prices in the Drug
Industry, report of proceedings, vol. 2, Dec.
8, 1959, pp. 306-308.

1 Ibid,, vol. 1, Dec. T, 1959, p. 50-A.

¥ Ibid., vol. 9, Jan. 26, 1960, p. 2120.

* Op. cit., CONGRESSIONAL REcorp, Feb. 8,
1960, p. 2213.
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The chairman comes to the conclusion
that since the stafl was correct in computing
production costs of the Carter Products Co.,
the computation of costs of Schering, Merck
& Co., and Upjohn should therefore be con-
strued as accurate, although these were sub-
mitted before my objection to this pro-
cedure. It should be pointed out that ex-
hibit No. 166 was introduced following my
statement on Thursday, January 21, when I
sald;

“Mr. Chairman, as you know, I had no op=
portunity to be present at the hearings that
were held earlier In December. I was un-
avoldably absent from Washington at the
time. But I did get a chance to follow the
work of the subcommittee in the press ac-
counts that I saw not only in Chicago and
elsewhere, but also the State of Tennessee
when I went down to visit my grandchildren
and family in Christmas recess.

“Frankly I was startled by some of the
things that were disclosed, and I thought
some of the things I noted in the press were
absolutely fantastic and incredible with re-
spect to the markups on prices by Merck,
Schering, and others.

“I did call my staff man and said I wanted
the records reviewed to ascertain just ex-
actly what this was all about. Mr, Chair-
man, if I am correct, I think these amazing
markups that were so freely bandied about
in the press were nothing more than com-
parisons of raw material with the ultimate
cost of the product by the manufacturer, but
did not take Into account all the other nor=
mal business expenditures such as distribu=
tion, research costs, overhead, taxation, and
every other item that anybody who has ever
been in business knows is a normal and ap-
propriate charge for doing business.

“Now, Mr. Chairman, if that is the case,
and if those alleged markups were nothing
more than comparisons of raw material with
the ultimate selling price of the manufac-
turer, then I must at this point in the rec-
ord, T must at this moment make a protest
on the ground that this is terribly unobjec-
tive and unfair and completely inequi-
table,” n

As I stated previously, the Carter exhibit
was labeled *computed production costs”
whereas in the case of Schering, Merck, and
Upjohn, the exhibit was labeled “computed
costs” exclusive of sellilng and distribution.
In my speech on January 22 I called at-
tentlon to the fact that even though wit-
nesses clearly illustrated a breakdown of al-
located costs, the subcommittee ignored the
explanations and continued to talk of “asi-
nine"” markups which reached the ridiculous
figure of 10,000 percent on the sixth day of
the hearings. In view of this record, it is
difficult for me to accept the explanation of-
fered in the chairman's statement to the
Senate on February 8.

POINT 6. MISLEADING HEADLINES RESULTING
FROM THE SUBCOMMITTEE'S HEARINGS

Without attempting to review once again
all of the newspaper comments which were
included in my statement of January 22, I
want to emphasize that editors from all sec-
tions of the country have been critical of
certaln aspects of the current series of ethieal
drug hearings. A few outstanding examples
of the reaction to the subcommittee's pro-
cedures are indicated in the following edi-
torial comments.

The Newark (N.J.) News, of December 132,
1959, said:

“Senator KEFAUVER is on the wrong side of
the street if he thinks the high cost of
pharmaceutical research and promotion—or
any other industrial research for that mat-
ter—should be financed out of capital and
not out of earnings. At its best, research is

# Op. cit., Administered Prices in the Drug
Industry, report of proceedings, vol. 7, Jan.
21, 1960, pp. 1348-1349.
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a big risk and it would be unfair to expect
a publicly owned corporation to gamble with
new capital.

» * L] L] *

“But politics and pursuit of headlines
must be subordinated if discovery of new
ways to cure disease and prolong health are
not to be impeded or even discouraged. Too
many owe too much—perhaps their lives—
to pharmaceutical research.” 2

Excerpts from the Chicago Sun-Times of
December 12 said:

“On the first day of his subcommittee’s in-
vestigation of the wholesale price of prescrip-
tion drugs, Senator EsTEs KEFAUVER created
headlines that read: *7,000 Percent Markup
in Drugs.”’ This was in reference to one
particular drug deal. It certainly is not
typical of the entire pharmaceutical industry
as evidence later in the week brought out.

“Prices go down in the drug field as com-
petition intensifies, as mass production takes
over, and as manufacturing techniques im-
prove. This is true of most American manu-
factured goods. In measuring the cost of
drugs, expensive research costs must be taken
into consideration.

“A corollary of Senator EEFaUveR's investi-
gation should be the good the industry has
done as well as the prices it charges. The
Senator should keep his investigation in per-
spective even though this might not give
him as much limelight."

The Detroit News of December 9 said:

“If there has ever been a congressional
inquiry which started out on the premise
that there’s a lot we don't know and we want
to find out, we can’t recall it. The standard
approach appears to be: ‘We know the an-
swers; all we need are facts to match.’

“Unfortunately for the drug industry and
the public, the Senate investigation into
drug prices appears to be cast in the classic
mold. The probers seem already convinced
that prices are unconscionably high; their
predilections show in the glee with which
they hop upon the spread between the ma-
terial cost of a pill and its retail price—a
comparison which, taken alone, ignores all
kinds of pertinent factors.”

The San Jose (Calif.) News, of December 9,
1959, concluded an editorial with this state-
ment:

“As is true of many congressional probes,
there is a tendency to blow off to the press
and to the public on facts that are slender
and do not quite tell the complete story.

“We are not In any way disparaging the
fact that drugs are expensive. All health
measures are expensive especially during a
period of inflation. But the Senate com-
mittee is wasting lots of money and time
and energy that should be a Justice Depart-
ment balliwick, if there are any grounds for
an antitrust action,” *=

On many occasions, I have stressed the
need for preventing those who abhor our free
enterprise economy, which is motivated by
profits, from deriving comfort through con-
gressional Iinvestigations. The Salina
(Eans.) Journal of December 15, 1969, de-
veloped this thesis. It said:

“This country was developed on the profit
motive; profits which today it has become
fashionable to term ‘excessive’ were essen-
tial to create the capital pools without
which further development would have been
impossible. Our system, even our Govern=-
ment, is based on profits. They are the
source of indispensable income taxes. But
the investigators ignore all that.

“Listening to these congressional com-=
mittees, a visitor from abroad would gain

* Op. cit., CONGRESSIONAL RECORD, Jan, 22,
1960, p. 1091,

= Ibid, p. 968.

= Tbid.

% Ibid., p. 969.
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the impression that American profits are not
without honor save in their own country.” *

Even newspapers published in the home
State of the chairman take exception to the
methods which have characterized the hear-
ings on administered prices in the drug in-
dustry. The Kingsport (Tenn.) Times of
December 14, 1959, said:

“It would appear that whether the price

is out of line with cost can best be discov=-
ered by the books of the company rather
than by comparison of figures that may be
less than complete. The Government has ac-
cess to the bocks of the companies for audit.
This dramatic investigation is hardly neces-
sary.
“In any case it is hard to see what the
Government can do even if the prices are
higher than we think is fair. No one is
golng to suggest that the Government fix
prices, are they?

“In this connection it is noticed that re-
cently the courts threw out the Gov-
ernment’s case of price fixing against some
of the drug companies. The judge decided
that the Government did not have enough
evidence to warrant giving the case to the
Jury.* =

Certainly partial cost data as prepared by
the staff would not be accepted by any Fed-
eral judge as evidence in an antitrust
action,

Again, the Chattanooga News-Free Press,
in an editorial of December 10, 1959, said:

“Senator EsTes KEFAUVER'S subcommittee
investigating drug practices has gotten off to
a start with some pretty tricky business that
has successfully captured national attention
but seems to be highly and purposely mis-
leading:

“A subcommittee staff economist came
up with the contention that it cost one
drug manufacturer $1.57 to make a bot-
tle of arthritic pllls called prednisolene that
was sold at $17.90. This, the staff economist
reported with a note of triumph, was a
markup of 1,118 percent.

“This also was a phony claim.

“If the staff economist tried to get away
with such a distorted picture in advertising,
the Federal Trade Commission or somebody
else would be on him posthaste. The Ee-
fauver subcommittee headline seeker (and
achiever) had neglected to put into his price
comparison other vital cost factors such as
production, marketing, administration, re-
search, royalty, and taxes. The company
fizured these and other costs in and claimed
the alleged 1,118 percent markup dissolved
down to a ‘reasonable’ profit of 12.3 percent.
That's quite a difference; somebody’s badly
wrong.

“Perhaps the prices of some drugs are too
high, but the subcommittee won’t find the
answers and help solve the problem if it
uses rigged figures. It is possible that some
may consider such things, though not accu-
rate, to be good politics.” ®

I cannot believe that it Is even good poll=
tics to mislead the American people. Over
the years, they have demonstrated an un=
canny ability to detect truth from false-
hood

The medical journals also have become
concerned with the attacks on the drug in-
dustry.

POINT 7. THE VALIDITY OF USING PROFITS HE-
LATED TO NET WORTH AFTER TAXES RATHER
THAN PROFITS RELATED TO SALES
In every industry, there are appropriate

measures of its profitability. However, it 1s
misleading to apply the same criteria to
producers where cost based on the propor-
tion of payments for wages and salaries in
terms of total sales and the capital invest-
ment required differ widely.

 Ihid.
= Ibid., p. 070.
= Ibid., p. 971.
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In the ethical drug industry, the capital
costs are relatively low as contrasted with
the expense items for salaries of sclentists,
doctors, and laboratory workers who are
developing the new products which have im-
proved our health standards. Furthermore,
because the use of these products must be
explained to the medlcal profession, it is
impossible to promote them through mass
media. Their therapeutic properties must
be disseminated in a professional manner to
a very select group of highly educated in-
dividuals. This is an expensive process.

It is also necessary to insure that these
products are on the shelves of all local
retaill druggists so that they are available
when prescribed.

A comparison of net profits to sales after
taxes in an industry where salaries consti-
tute so large an item is more meaningful
than one based on the return on net worth.

The economics involved were presented by
Frederick L. Thomsen, Ph. D., a consulting
economist for the Pharmaceutical Manufac-
turers Association. His testimony must be
serlously considered by the subcommittee
since there has been much confusion as to
the degree of profitability in the drug in-
dustry. He also deals with the question
of the proper correlation, if any, between
profits and prices in this field. Dr. Thom-
sen’s testimony, found on pages 5540-5544,
March 15, 1960, CONGRESSIONAL RECORD, 18
particularly helpful in understanding the
economics of the drug industry:

“In fact, if the entire profit of drug man-
ufacturers were wiped out completely, buy-
ers of consumer drugs on the average would
hardly notice the difference in prices, which
could easily be lost in the shuffle. Small
changes in wholesale prices frequently are
not reflected in retail prices. No; the con-
cern that has been felt over drug prices has
not been on the order of a few pennies
per dollar, but of fancied profits running to
many hundreds or thousands of percents,
that do not exist in reality because the
false measures of costs that have been used
to adduce such figures have not taken prop-
erly into account all costs, position on the
life cycle of the drug, and other conditions
that have been dealt with in the foregoing
analysis.

“A “company-by-company approach to the
drug industry, and the singling out of the
most profitable items in each company's
line, coupled with inadequate measures of
costs, can produce a totally erroneous im-
pression of the across-the-board possibilities
for price reductions through profit elim-
ination. Only a very small reduction in
the level of drug prices, and an even smaller
percentage reduction in the total cost of
a cure, would result If all profits of all the
drug companies were wiped out.” #

POINT 8, FOREIGN PRICES ARE NECESSARILY
LOWER THAN U.S. PRICES

Throughout the course of these hearings,
there have been frequent efforts to relate the
quoted prices of specific products in other
countries to the prices prevailing in the
United States.

In almost every instance, the products In
question were not manufactured here, but
abroad. Labor costs, taxes, and distribution
costs are, of course, far less than in this
country. The cost to the individual patient
in terms of the average income abroad is not
appreclably different in other countries than
in the United States.

* Competition and Profits in the Ethical
Drug Industry, statement by Frederick L.
Thomsen, Ph. D. consulting economist,
Pharmaceutical Manufacturers Assoclation,
before the Senate Subcommittee on Antl-
trust and Monopoly Legislation, Feb. 23,
1960, pp. 13, 17-18, 20, 22, 24-25.
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It is difficult to understand the purpose
of the subcommittee in making these com-
parisons. The obvious justification for the
differences in cost were developed by several
witnesses. Mr. Henry H. Hoyt, president of
Carter Products, Inc., in his testimony be-
fore the subcommittee, said:

“However, I do think in trying to compare
foreign prices with U.S. prices, you have to
take into consideration all factors involved,
such as per capita income, real wages, and
so forth. For example, the per capita income
in the United States is 13 times as much as
in the Argentine, 8 times as great as in
Mexico, 2% times more than in Germany.
As I sald before, it is unrealistic and mis-
leading to try to make direct comparisons on
a conversion rate of exchange, because ex-
change is not based on living conditions. It
is based on the flow of money between the
countries or it is an artificial fixed rate, and
I have been in the export business, and you
must get your products down to the scale
of living in the foreign countries.” ™

He also said:

“I have a list of the conversions here on
a per capita income basis, and I think that if
you take the Argentine price, you must
multiply by 13, the Australian price by 2, and
the Bragil price by 19, Canada by 114, France
by 214, Germany by 214, Italy by 5, Japan
by 8, Mexico by 814, the Philippines by 11,
Bwitzerland by 115, United Kingdom by 2,
and I just think that anybody who converts
on a rate of exchange basis is not getting
the true plecture. Just because things are
cheaper abroad, that is why we have pro-
tective tariffs in this country, because our
American industry cannot compete with
the lower scale of living abroad.”

Another witness, Mr. Alvin G. Brush, chair-
man of the board of American Home Prod-
ucts Corp., also dealt with this same prob-
lem. In his testimony, he said:

“One reason we can sell so low in England,
in the first place we don’t sell in dollars in
England. We sell in pounds, shillings, and
pence. We don’t employ Americans in Eng-
land. We employ English men. These goods
are entirely manufactured within the British
economy, and the cost of those goods is ma-
terially lower than the costs in the United
States. A bus driver In London gets 12
pounds a week, which is roughly $34. This
same man in the United States on the Fifth
Avenue bus gets 8110 a week. Now that is
an exaggerated part of the economy, but we
can do business in Britain for about half
of what we can do business for in the United
Btates, and our goods in Britain are made in
Britain and sold in Britain, and they are
produced by British employees, and the
whole economy is in pounds, shillings, and
pence, and you can’t compare that kind of
an economy.

“We could ship the goods from the United
States and let some of our employees out, if
that 1s what would be preferred. But as I
understand, we want to keep our people
working in the United States and not have
the goods pouring in from these forelgn
countries, who have a distinct advantage
over making goods in the United States.

“You can buy transistors in Japan for
one-quarter of what you can buy the same
thing in the United States. You can buy
shirts made in Japan for practically a third
of what you can buy the same shirt for in
the United States. You can buy barbed
wire in Germany much cheaper than you
can buy the same barbed wire in the United
States. This isn't only true of the drug in-
dustry. ‘This is true of all prices. The

® Administered Prices in the Drug Industry
(Traquilizers), report of proceedings, Hear-
ing Before the Subcommlittee on Antitrust
and Monopoly of the Committee on the
Judiciary, U.S. Senate, vol, 10, Jan, 27, 1960,
Pp. 2326-2327.

% Ibid., pp. 2327-2328.
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economies of these countries are much lower
in prices than we are, and if we continue to
push our prices up, we will price ourselves
out of the world markets and we will force
ourselves to do business in those local coun-
tries, by having local operations.” =

American capital, unlike our workers, is
in a position to move overseas and establish
investments in other countries. With the
advent of the European and Latin American
common markets, there will be new incen-
tives for American firms to manufacture
their products abroad. However, American
workers are not going to abandon their homes
and bring up their children in other lands
with not only lower living standards, but
different cultures and traditions.

I am concerned that the approach which
has been adopted by the subcommittee of
comparing foreign and domestic prices, if it
is carried to its logleal conclusion, will result
in the loss of employment for many of our
workers, as many products besides pharma-
ceuticals can be produced abroad and shipped
back into the United States. However, if
such a trend were to develop, I doubt that
there would be enough individuals here
with sufficient purchasing power to provide
an attractive market for them.

While the witnesses have discussed the re-
lationship of foreign currency to the dollar
as well as the lower prevailing wage rates,
there are still other factors which are over-
riding in any comparison of foreign prices
with those quoted here in the United States.

President Eisenhower in submitting the
budget for the 1961 fiscal year proposed ex-
penditures for major national security total-
ing almost $46 billion® In addition, inter-
national affairs, which includes our mutual
security program, will require another #2
billion.® These expenditures are the price
Americans gladly pay to maintain freedom.
They total almost 10 percent of the projected
gross national product for the coming fiscal
year.

These costs must be recovered in the price
of all goods and services sold in the United
States, Every product we buy, whether it
is a pill, a fon of steel, or an automobile,
includes a payment for the preservation of
freedom. In addition to a heayy tax burden,
American producers must observe the Fair
Labor Standards Act which requires premium
payments for time worked in excess of 40
hours per week. There are minimum wage
provisions and many other elements adding
to labor costs which are not present in most
foreign countries.

Our good neighbor to the north, Canada,
although it has a hard currency, still is able
to pay lower wages than those which United
States producers must meet. According to
the Natlonal Industrial Conference Board,
the average hourly earnings in all Canadian
manufacturing in 1958 was 1.66 Canadian
dollars.® In the United States the compar-
able figure was $2.08. However, in spite of
this difference in labor cost, the Canadlans
enjoy a far more realistic tax situation with
respect to depreclation, an element of cost
which many witnesses before this subcom-
mittee have shown is not adequately met in
the United States under existing interpreta-
tions of our tax laws.

During the course of the hearings on ad-
ministered prices in steel on August 10, 1957,
Mr. Robert C. Tyson, chairman of the finance
committee of the United States Steel Corp.,
stated that:

“I start with the indisputable fact that,
because of inflation, to construet or pur-

= Ibid., pp. 2408-2410.

% 1961 Federal Budget in Brief, Bureau of
the Budget, Executive Office of the President,
p. 18. ,

% Ibid., p. 28.

% The Economic Almanac 1960, National
Industrial Conference Board, Business Fact
Book, New York, p. 527.

% Ibid., p. 265.
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chase new plant or equipment today costs &
vastly greater number of dollars than the
plant or equipment being replaced cost 20 or
more years ago. Yet the depreciation on
these old plants is required for tax purposes
to be based on the relatively small number
of dollars paid for them long ago. As a re-
sult the depreciation currently allowed is
duite insufficient to equal what has to be
paid out when the old facilities are modern-
ized or replaced.

“In the case of United States Steel and
for many other companies, the addition to
regular depreciation on old facilities of b~
year amortization on that portion of new
facllities certified as necessary for the na-
tional defense has approximated, tempo-
rarily, a truer total of wear and exhaustion
on all facilities based on current dollars.
The inclusion of b-year amortization in
United States Steel's costs has not resulted,
as some of our critice have misleadingly
contended in the past, in an overstatement
of wear and exhaustion, realistically consid-
ered. It has served instead to prevent a
more serious understatement of depreciation
cost.

“Few people realize the extent of the de-
ficlency in depreciation. United States Steel
has calculated the number of dollars of wear
and exhaustion that would have been needed
in each year since 1939 to equal in each
year’s dollars the portion of the buying power
originally expended which was used up in
the year’s production.

“In every year since 1039, as shown in ex-
hibit VI, the wear and exhaustion recorded—
including amounts not allowed for tax pur-
poses shown on the chart as accelerated de-
preciation for the years 1947 to 1952—falled
to equal that needed for recovery of buying
power. The 17-year aggregate deficiency was
$904 million. The Federal income tax paid,
as a result of treating this deficlency and
the accelerated depreciation as income for
tax purposes, aggregated $608 million, or 22
percent of the taxes paid.

“The $608 million for United States Steel
and analogous amounts for all other com-
panies, blg and little, may be regarded as
the hidden taxation of capital as it turns
over through depreciation or, alternatively,
as a hidden increase in the tax rate on true
income." ¥

This position has recently been ably cor-
roborated in a report by the Senate Select
Committee on Small Business, entitled “Tax
Depreciation Allowances on Capital Equip-
ment.” It was prepared by the distinguished
junior Senator from Florida, Mr. SMATHERS,
It makes specific recommendations which
are worthy of serlous consideration, includ-
ing:

*1, Current depreciation policies should
be reviewed and all of the practical pro-
posals for (a) shortening the period for de-
preciating property, (b) permitting greater
depreciation in the years immediately after
purchase of property, and (c) depreciating
property on bases other than cost, to reflect
the inflation factor, should be considered.

“2. As a specific solution for underdepre=
clation, the adoption of triple-declining-
balance depreciation and a Canadian-type
class system for determining tax-deprecia-
tion lives of property should be weighed. A
class system would, however, have to be ad-
justed to reflect differences between the
economies of Canada and the United States,
and the items placed in various classes
should, generally, have shorter economic
lives than those items now have under bul-
letin F. 8. 2695, introduced by the chalr-
men of the subcommittees which conducted
the hearings for this study, would authorize

= Administered Prices, hearings before the
Subcommittee on Antitrust and Monopoly,
Committee on the Judiciary, U.S. Senate, 85th
00:;%5 1st sess., Part 2. Steel, Aug. 10, 1957,
P. G
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the use of triple-declining-balance deprecia-
tion on items having a useful life of 6 years
or more.” #

It is indeed a pleasure to be able to ex-
press my commendation for the excellent
and objective study prepared by the select
committee under the leadership of the dis-
tinguished junlor SBenator from Florida. It
deals with an important element of cost
which must be included in the price of any
product, whether it is produced in the
United States, Canada, or any other foreign
country.

The report by the Select Committee on
Small Business is a distinct service in assist-
ing the Senate to establish a more favorable
relationship between American and foreign
prices.

I also hope that the Senate Finance Com-
mittee will give careful consideration to the
bill, S. 2695, which was introduced by the
Junior Senator from Florida, Mr. SMATHERS,
and the distinguished senlor Senator from
Nevada, Mr, BIBLE,

POINT 9. WHOLESALE PRICES TO DRUGGISTS ARE
NECESSARILY HIGHER THAN ON BULK SALES
TO THE GOVERNMENT

In merchandising a specialized pharma-
ceutical product, two related but separate
steps must be taken,

First, the medical profession must be ap-
prised of the value of a new product so that
they will prescribe it. Secondly, druggists
must be willing to invest thelir capital in
maintaining an inventory so that new prod-
ucts will be available to their customers
when they are prescribed by physicians,
Wholesale drug merchandising thus requires
individual contacts and promotional ex-
pense to a wide multitude of retail outlets.
Unless a product is available on an almost
universal basis, doctors cannot recommend
it to their patients. Hence, it is to be ex-
pected that the selling and distribution costs
on sales to druggists will be high.

To the contrary, when sales are made to
the Federal Government on a sealed-bid
basis, promotional expenses are at the very
minimum. The efficacy of the product has
been proven, or the Government would not
be seeking bids for it. There is one cus-
tomer who is purchasing in bulk. No prob-
lems of credit terms, advertising aids, or
other sales assistance are involved. It would
be most surprising if the prices quoted on
sales to the Government were not materially
lower than to retail druggists.

In his statement of February 8, 1960,
appearing on page 2214 of the CONGRESSIONAL
REcorp, the chairman said:

“Clba sells its product, Serpasil, in 0.25 mil-
ligram quantities, in bottles of 1,000 to
wholesalers at $32, who sell to druggists at
$39.50, who, in turn, sell to consumers at
$65.83. A small company, the Panray Corp.,
sells this same type of product, in the same
quantity, to druggists for $#6.25. In Feb-
ruary 1959, Ciba was awarded a purchase by
the Military Medical Supply Agency as a re-
sult of secret bids on this same product in
bottles of 1,000, at the unit price of 60 cents.
Think of this, gentlemen: Ciba sells the Gov-
ernment the same product for 60 cents for
which the druggists of our great country
must pay $39.50.” *

From the above statement one would con-
clude that a small drug manufacturer could
sell its product to the druggist at a much
lower price than does the large drug manu-
facturer. Also, the question might be asked
why Ciba sells to the Government at 60
cents where the wholesaler must pay $32
for the same 1,000 tablets.

# Tax Depreciation Allowances on Capital
Equipment, report of the Select Committee
on Small Business, U.S. Senate, 86th Cong.,
2d sess., 8. Rept. No. 1017, Jan. 7, 1960, p. 11.

® Op. cit.,, CONGRESSIONAL REcorDp, Feb, 8,
1960, p. 2214,

CONGRESSIONAL RECORD — SENATE

An examination of the transcript reveals
the true facts. The following colloquy, in-
volving Mr. Myron Pantzer, president of the
Panray Corp., removes the misunderstanding
which has been generated.

“Mr. PanTzER. There are plausible differ-
ences from Ciba, we are different in this
respect, that we did not seek the business of
the product as priced in our own ratio of run-
ning the product for us, and the business
originates to that which originates on an
institutional level.

“If we were to enter a program of formal
promotion and to gain recognition and cre-
dence and acceptability in prescription rat-
ing for our trademark for Panray on the
medical professional level, we would have to
charge a much higher price than $2.65.

® - - = *®

“Mr. PanTzER. Well, briefly, Senator, we do
not spend at this moment—and this is the
situation for the last 2 years—a single penny
to advertise this drug to the medical pro-
fession—our entire business on reserpine
today has reduced itself where the business
almost totally comes from competitive bid-
ding. We do a very small business even at
this level with the retail or wholesale drug
fleld, because we are not doing a significant
individual promotion or educational job,
or a detailing job to the medical profession.

“Mr. CEUMBRIS. I think that you stated
earlier that you do almost no business with
the druggist on reserpine at $2.65. And
therefore if you do very little business with
the druggist, the consumer would not get
it anyway

“Mr. PanTzER. That is correct. i

“Mr. CHUMBRIS. And I think you pointed
out that when you did advertise, and when
you did try to get acceptance from the drug-
gists and the doctors, you charged $21 per
thousand, is that correct?

“Mr. PaNTZER. That is correct, sir.

“Well, if we were to promote this as
pure specialty we would have to use the
normal channels of promotion that are
used by industry, we would have to first sell
and familiarize our trademark to the medical
profession, we would have to detail by per-
sonal contact the physicians to convince
them of our reputation and reliability of pro-
duction.

“This would of necessity lead us to have
a much higher selling price to the druggist.
And even at that level we did a very small
amount of it, our price was not too much
lower than Ciba's, the druggist did not beat
a path to our door.

“We were out of our ballpark, and we were
not capable of doing the tremendous pro-
motional job to the medical profession on &
product such as this."" #

It is evident that if the small manufac-
turer, in this case Panray, were to compete
for retail business with the large manufae-
turer the difference in price would not be as
great as that implied by the chairman’'s state-
ment.

With regard to Government bids, I would
say that I think it very fortunate that the
Government can obtain supplies from the
drug manufacturers at such low prices.
However, the statement by the chairman does
not seem nearly as startling when testimony
of the witnesses is examined. Mr. T. F.
Davies Haines, president of Ciba Pharmaceu-
tical Products, Inc., said:

“When we bid 60 cents for bottles of 1,000
here, we didn’t anything llke recover our
out-of-pocket cost, we were poorer, then,
when we got through with this than we were
before we started. I am not talking about
overhead, I am talking about the direct labor
and material that went into those pills.

4 Op. clt., Administered Prices in the Drug
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“In retrospect, it was perhaps a mistake
that we did that. I only hope for the sake
of my stockholders that we got some benefit
out of it, that we got prestige in having our
material used by the armed services that
the doctors who used it in the military hos-
pitals saw our name on it, and when they
go out and practice in civilian life will re-
member it so that we get some institutional
advertising out of it. I think in retrospect,
perhaps, it is a mistake. It hasn't come
forcefully to my attention until I prepared
myself to come down here, I don't think I
would do it any more.” &

Again, Mr. Myron Pantzer, president of the
Panray Corp., sald:

“Yes. If we were to take any of those
individual competitive bids to the Military
Medical Supply or TVA, out of the total pie-
ture we would find that if this was the only
type of business that we could do, we would
have a very tough time to exist and grow.
But the nature of the beast in this particular
case is the following:

“We have a plant, sir, that is capable of
turning out tremendous quantities of fin-
iched tablets, and we like to see our machines
rolling at all times, because we like to see
people again fully employed. And the only
way to do it is to try to get production on
which we can make a fair and reasonable
profit, but make their gituation in our pic-
ture part of the whole, not single them out
as an individual entity. And this has been
an area of reward for us in many instances.

“Mr. CHUMBRIS. If you had taken that
one particular product and allocated all of
the costs of doing business, you would not
have made a profit, would you?

“Mr. PANTZER. As a single bid, no, but as a
regular operation on a multi-mass-produc=
tion level, yes, but a small profit.” @

The above statements would indicate that
on an isolated secret bid a company may
entertain a loss or a small profit. Obviously,
a firm that followed such a practice con-
sistently would not be in business very long.
In our free enterprise economy, profit is es-
sential if business is to conduct research,
expand facilities, or invest in new plants. A
review of the transcript impresses the reader
with the tremendous progress made by the
drug industry in conquering disease. The
importance of research has been demonstrat-
ed many times in the course of these hear-
ings. As Mr. Pantzer pointed out in his
testimony.

“I would like to say on that point that in
this wonderful country that we live in, and
with this wonderful medical profession that
we have, there 15 no osmotic process that I
know by which the physician can absorb
the tremendous book of medical knowledge
that is daily appearing in the medical jour-
nals, and I think the pharmaceutical indus-
try renders an instructional job in keeping
the physicians advised. I believe that the
entire status of our public health would be
thrown into jeopardy if we took the incen-
tive out of new drug development, and we
took the incentive out of trying to vie for
the medical profession market.

“I think this is a factor of reward that
we as citizens in part of the industry have
the privilege to seek. And I think that we
are a necessary part of the whole health
process.

“I heard this morning, today, a little
comment by Dave Garroway before I came
here that I would like to mention. On trips
to Russia, the public was advised to take
your own prescriptions along, because you
may have difficulty filling them there.

“We in this eountry don't have to worry
about that, we can enter any hamlet in this
country with a prescription and have it filled.
This is & job that our field is rendering,

Industry (Tranquilizers), report of pri d
ings, vol. 12, Jan. 29, 1960, pp. 2682, 2683,
2686, 2687-2688.

@ Thid., pp. 2833-2834,
“ Ibid., pp. 2679-2680.
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This is a job that I think is necessary. It
may not be perfect, but I think it has done
a wonderful job in lifting the health stand-
ards of this country to the highest in the
world.”

POINT 10. GOVERNMENT PRICE CONTROLS ARE THE
LOGICAL CONCLUSION OF THE SUBCOMMITTEE'S
EFFORTS TO DATE

The long protracted study of so-called ad-
ministered prices leads to the conclusion
that the subcommittee’s staff is concerned
with the broad question of price controls in
concentrated industries rather than the pro-
motion of competition. In my additional
views, to which I have already referred, in
Senate Report No. 1345, 85th Congress, cover-
ing the activitles of the subcommittee at
that time, I said:

“I doubt whether anyone can absorb the
full import of these questions without con-
cluding that the hearing on administered
prices might concelvably be directed to the
whole broad question of price control in a
so-called concentrated industry by means of
Federal legislation. Insofar as I know there
has not been the slightest hint that this
investigation was concerned with questions
of price control. That is a matter that falls
within the jurisdiction of the Senate Com-
mittee on Banking and Currency.

“If it is the purpose of the subcommittee
as such to investigate the price structure in
certain industries with a view to recommend-
ing legislation dealing with the control or
regulation of prices, that should have been
made clear at the very outset of the hearing
so that not only members of the subcom-
mittee, but also of the full committee and
all other Members of the Senate might be
fully apprised of what certain members of
the subcommittee might have had in mind.
I recall raising the question from time to
time whether there was any member of the
subcommittee who contemplated introducing
legislation for the control of prices, and I
noticed on such occasions that there was a
very timid and reluctant approach, indeed,
to even so much as a discussion of the mat-
t&l‘."“

I still maintain this position. It is gratify-
ing that the distinguished senlor Senator
from Maryland, in his statement concerning
the activities of this subcommittee which
appeared in the ConGrEssloNaL Recorp of
February 8, said:

“I am a strong believer in our antitrust
laws and in their vigorous enforcement, but
I decry attacks directed at bigness per se,
since our country requires firms of every size
and description to serve the needs of our
people and to meet the challenge of the Com-
munists. This is the only function with
which this subcommittee should be con-
cerned.

“It is my firm conviction that the prob-
lems of inflation and prices are not appro=-
priate for consideration by the Antitrust and
Monopoly Subcommittee. On the basis of
Jjurisdiction, they are matters which are
either in the province of the Senate Finance
gnnz!tt-ee or the Joint Economic Commit-

e."

Last year hearings were held on a bill, 8.
215, to require prenotification before prices
could be raised in so-called concentrated
industries. This was an indirect attempt to
institute price controls. No action has been
taken on this measure. Dr. Raymond J.
Saulnier, Chairman of the Council of Eco-
nomic Advisers, in a statement submitted
to the subcommittee on this measure, said:

“You have asked for the views of the Coun-
cil of Economic Advisers on 8. 215, an item

4 Ibid., pp. 2693, 2694.

4. Op. cit., Activities of the Subcommittee
on Antitrust and Monopoly, 1957, S. Rept. No.
1345, p. 14.

45 Op. cit.,, ConcrEssIONAL REecorp, Feb, 8,
1960, p. 2148.
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of proposed legislation which would require
corporations in industries in which there are
but a few companies to ‘file advance notice
and make Justificatlon before effectu-
ating price increases.’

“In my view, the enactment of legislation
of this type would be a long step toward a
system of price controls that would ulti-
mately, and I expect without too long a delay,
extend over our whole economy; and surely
no one of us believes that we could have
price controls without having wage controls
of equal scope and restrictiveness, and ulti-
mately all the rest of the machinery of
central economic direction.

“It would never be easy for me to per-
suade myself of the need for, or the desira-
bility of, such a system of controls in peace-
time." 4

The Senate has provided the financial re-
sources and the staff which the subcommittee
requested. It 18 my hope and expectation
that during the remainder of this session
of the Congress, the subcommittee’s ac-
tivities will be directed at reviewing those
areas which may suggest workable and rea-
sonable legislative measures to increase the
eflectiveness of our competitive free enter-
prise system, rather than to impugn the mo-
tives of America’s industrial leaders through
newspaper headlines,

It is the responsibility of the Department
of Justice, if it believes anyone is guilty of
violating the antitrust laws, to institute
either a criminal or civil action in the Fed-
eral courts. American traditions and the
Constitution require a presumption of in-
nocence until guilt has been proven. The
insinuations of wrongdoing developed by
statistical juggling on the part of the staff,
as well as similar measures which could not
be introduced as evidence into any court
proceeding, are contrary to the objectives of
the Judiciary Committee. Its membership
consists of lawyers of distinetion who under-
stand the strength of our common law.

The parent committee has always shown
great concern for the protection of the rights
of every individual in drafting new statutes
since the founding of our country. A similar
concern should be expected of every sub-
committee.

Mr. DIRKSEN. I ask unanimous con-
sent also to have printed in the Recorp
at this point as a part of my remarks an
article entitled “Medical Unit Assails
‘Bias’ in Drug Inquiry,” published in the
Washington Post of March 20, 1960.

There being no objection, the article
was ordered to be printed in the Recorbp,
as follows:

[From the Washington Post, Mar. 20, 1960]
MeprcAL UNrT Assamis “Bias” mvw Druc
INQUIRY

PHILADELPHIA, March 19.—The executive
director of the Nation's second largest medi-
cal assoclation sald today Senator EsTEs
EEerFAuvER conducted a “biased and distorted
inquisition” into the drug industry.

He sald that EEFAUVER, as chairman of the
Senate Subcommittee on Monopoly, used the
recent hearings to present a great industry
in an unfavorable light.

Charges were made that the drug industry
is making excessive and unwarranted profits
in the manufacture and sale of modern
drugs. ’

“In my opinion, and in the opinion of the
most respected legal minds, a congressional
committee Is not a court of law,” sald Mac
F. Cahal, in a prepared speech. He asserted:

4 Administered Prices, hearings before the
Subcommittee on Antitrust and Monopoly,
Committee on the Judiclary, U.S. Senate,
86th Cong., 1st sess., part II: Administered
Prices: Price Notification Legislation, app.,
p. 5851,
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“It (the committee) is not established for
the purpose of determining guillt or inno-
cence. Nor is it supposed to mete out any
form of punishment, even if only in the form
of press stories reflecting the personal opin-
lons of the chalrman. Such an investigating
committee 1s intended simply to determine
if there is a need for legislation and this
need, if it exists, should be objectively deter=
mined. Unfortunately, these goals are some-
times forgotten when a more subtle political
motive is involved.”

Cahal is executive director and general
counsel of the American Academy of General
Practice, an organization representing gen-
eral practitioners throughout the country.

He spoke at a meeting of the academy’s
policymaking congress of delegates. The
academy opens its 4-day 12th annual sclen-
tific assembly here on Monday.

Mr. DIRESEN. On the question
which was discussed today by my es=-
teemed friend from Tennessee [Mr.
KErauveRr], in connection with the phar-
maceutical industry, I shall have suit-
?&tgf comment to make at a subsequent

e.

ETHICS IN CONGRESS AND THE
REGULATORY AGENCIES

Mr. PROXMIRE. Mr. President, last
Friday, when I appeared before the
House Committee on Interstate and For=
eign Commerce, the distinguished mem-
bers of that committee engaged me in
what I felt was an enlightening dialog
on the problem of ethics in government.
We discussed in some detail the problem
of a code of ethics both for Members of
Congress and for the regulatory com-
missions,

I ask unanimous consent that this dis-
cussion be printed in the body of the
REecorp at this point.

There being no objection, the excerpt
was ordered to be printed in the REcorb,
as follows:

The CHAIRMAN. Thank you very much for
your statement to the committee with
reference to this all-important problem. I
think the record of the committee and the
work that we have tried to undertake in
the last 214 years has proven that there
should be some approach to this problem in
a way that would bring about the high
standard of practice In connection with these
administrative agencies and all who are in-
terested In matters before them. I appre-
clate having your support for some program
to be worked out.

We just started hearings this week. We
expect them to go on for some time during
which all interested parties will be given an
opportunity, who desire to be heard. First
we appeared not to have very many, but in
the last few days it has run up to about a
hundred. So we will probably be here some
time,

Mr. Macx, do you have any questions?

Mr. Mack. I want to commend the Sena-
tor in taking time to come over and testify
before this committee on this very impor-
tant subject. Several of us have felt that
anyone who can't determine between right
and wrong has no business serving in these
responsible areas of government. You have
indicated that this is8 a trend which has
taken place in the last few years. Do you
think that the appointments in the various
commissions have been responsible for, shall
we say, what is interpreted to be Improper
conduct in some instances, or do you think
it is because we do not have a well defined
law concerning ethics in government?

Senator ProxmIRe. Mr., Mack, I think it
may well be that the appointments may have
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something to do with it. I would prefer,
however, to concentrate on what we can do
about it. I feel that there are several things
we can do. I think this effort here would
be extremely helpful in letting people know
exactly what the code is, what they can do
and what is conduct that is improper. The
consclence may be with all of us, but it is a
lot better if it is an educated and informed
conscience. Providing this kind of under-
standing of what can be done, and what
can't be done would be very helpful. I have
great sympathy for these people who are
given the support for promoting an industry
and for regulating an industry. These two
missions are frequently contradictory and
conflicting. I think that if we can separate
the functions so that different people have
the promotion and the regulation responsi-
bility that we can solve part of our problem.
My own experience in Wisconsin is that you
can have very vigorous promotion by people
who under no circumstances accept any
favor or any hospitality or any kind of social
association. They can still fight hard for the
industry that they want to promote, but do
it without the kind of thing to which I
have objected in my statement.

Mr. Mack. What I was trying to inquire
about is this. You have pointed out only
two instances. Do you think if the law had
been very clear on this subject that we could
have avoided these two instances that you
have called to our attention?

Senator Proxmire. Let me just put it this
way. Both of these gentlemen had come
from Wisconsin. Both of these gentlemen
had been on the Public Service Commission
in Wisconsin. Both of these gentlemen had
been chairmen of the Public Service Commis-
slon in Wisconsin, We have an alert press
in Wisconsin, particularly in the State cap-
ital, and very aggressive and militant, and
they do everything they can to expose any
wrongdoing. We also have fine Milwaukee
newspapers that cover the capital thoroughly.

The conduct of these men as far as I know
was good in Wisconsin. There was no
relationship with the public utilities they
regulated. They did not accept cocktail
party invitations. I am sure the opportunity
might have been there. The utilities knew
and the commissioners knew this was against
the law, and improper, and if they did this,
retribution would follow guickly and they
behaved themselves. This is about as clear
an example how the law can work disregard-
ing the attitudes of all of us who are fallible
as human beings to influence a higher level
of ethical conduct.

Mr. Mack. That is the question I was
really asking. I want to see if I understand
you correctly. Then it was not a case of
Washington being the downfall of your col-
leagues. It was a case of the change of
circumstances in the law concerning the
ethics in their positions of responsibility here
as compared with Wisconsin, Is that a
correct statement?

Senator ProxmiIre. I think that is correct;
yes, sir.

Mr. Mack. Then I wanted to ask only one
other question. You have recommended that
we strike out unusual in “unusual hospital=-
ity.” That would conform with the Wiscon-
gin law so that it would eliminate any hos-
pitality being extended.

Senator Proxmirg., Yes, sir.
be my understanding,

Mr, Mack. I have no further guestions.

The CHAIRMAN. Mr. DEROUNIAN.

Mr. DEROUNIAN. Senator, I very much ap=
preclate the result which you want to achieve
as a result of your remarks this morning. I
am glad that we have one simon-pure State
where no legislature ever gets a free drink
or cigar from any lobbyist. I am just won-
dering whether you think that should apply
everywhere in the United States, whether
Federal or State.

That would
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Senator PRoxMiRe, I don't mean to say
that we are simon-pure and we are all “pure
8s the driven snow.” I suppose there are
some violatlions but I think they are very,
very few. When the violations occur, an
alert press, as I say, and alert enforcement
agencles call them to attention so they are
very much restricted, and they are the rare,
rare exception. I think it would be a very
desirable thing in this country if this kind
of law could be adopted by our States, cities,
and our Federal Government.

Mr. DerovnNIAN. Do you smoke?

Benator ProxMme. I don't, but I don’t dis-
approve of it,

Mr. DEROUNIAN, Do you take a drink?

Senator Proxmire. I have, yes, sir; occa=-
slonally.

Mr. DEroUNIAN, Have you ever had a free
drink at one of the American Leglon affairs
here in Washington?

Senator ProxMire. No; I have not.

Mr. DerounNIAN. You don't go to them?

Benator ProxMime. I don't go to the din-
ners. I don't accept hospitality to the din-
ners. I go to the meeting beforehand, and I
visit with my friends from the American
Legion.

Mr. DerouniaN. You have never yourself
accepted even the slightest bit of hospitality
from anyone who may have had an ax to
grind in legislative matters?

Senator ProXMIRE. What I have done, and
I have always insisted on it, when it is has
been necessary for me to go, even though it
has been embarrassing sometimes, I have
pald my way.

If you will permit me, sir, I admit that
this conduect on my part should not be an
example. I don't think it is perhaps neces-
sary. I just happen to prefer to operate this
way. But I think that the conduct of a
Congressman is quite different than the con-
duct of somebody in a regulatory agency
who has a specific problem of regulation.

Mr. DEROUNIAN. We are looking for inde-
pendence of these agencies, are we not?

Senator Proxmire, Yes, sir,

Mr. DErOUNIAN, What would be more con-
slstent on independence than to say that
nobody talks to these people at any time,
Members of Congress, the Senate, political
leaders, private industry? Why don't we
just isolate them and make it a consistent
rule?

Senator ProxMire. Because, No. 1, I don't
think that is necessary. No. 2, I don't think
it is desirable. We don't isolate our public
service commission. We don't isolate our
legislators and Governor in Wisconsin. They
visit constantly with the people. A lobbyist
can be of immense help in providing prac-
tical understanding of the impact of legis-
lation on their industry. There should be
this constant interchange and discussion, It
would be very, very bad in my judgment if
they were isolated and cloistered. I don't
think the association has to be under cir-
cumstances which in any sense, psychologi-
cally, subconsciously, in any way obligated
the regulators to the regulated industries
who are entertaining them.

Mr. DerounIaN. Why don't you think that
the word “unusual” should not apply to
Members of Congress, too? Do you think
Members of Congress should be able to ac-
cept hospitality?

Senator Proxmirg. I would favor a change
in the law that would prevent lobbyists en-
tertaining or providing for Members of Con-
gress. I would favor that.

Mr. DerouniaN, What do you think about
having outside income for a Member of Con~
gress? Do you think that is proper?

Senator Proxmire. I think it is improper
if the outside income directly interferes with
the particular responsibility of the Con-
gressman.,

Mr, DerouniaN, How about if it indirectly
might interfere?
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Senator ProxMIRg. I accept the implicit
modification if it interferes.

Mr. DEroUNIAN. I am not pointing you out
specifically but you are in the printing busi-
ness. You are president of Arteraft. Your
biography says that.

Senator Proxmime. That biography is
wrong. I sold out my interest in it as soon
as I was appointed to the Post Office and Civil
Service Committee in the Senate.

Mr. DEroUNIAN. You ought to tell that to
Senator HAYDEN because it is in the 1960 di-
rectory. Sometimes one of the assistants in
an organization of that sort might take an
order from your State of Wisconsin, a dairy
cooperative or a lumberman’s assoclation
for printing. They are all interested in
legislation on which you vote. Certainly you
are not going to vote against the dalry in-
terests in the State. So you would vote for
the dairy people. You got an order from
the dairy people.

Benator ProxmIRE. This is exactly why I
sold out my interest.

Mr. DEROUNIAN. In my mind that in itself
would say you were bought on your vote.
So this is a very tough thing to legislate.
That is what I am trying to bring out. It is
for no other reason than to say if you have
a dishonest appointee or Member of Con-
gress, no matter how much legislation you
write, he will be dishonest. The basic thing
is to have people who have integrity and
whose judgment you trust. That is the basic
thing. You are not going to change human
nature. It is not as simple as to say pass
a law they can't get a clgar or martini, and
you will be on your way.

Senator ProxMire. I would like to say in
annswer to that that I think our States can
serve as examples. We have 50 States, all of
which have different standards and different
laws. I am not saying Wisconsin is best in
all respects. But they have shown how this
is workable practice and how it does not in-
terfere with the promotion of industry or the
interests of economic groups while it does
prevent the kind of practice which we know
in some States has been very bad, and per-
haps in the Federal Government at times has
been very bad.

Mr. DeroUNIAN. I think you might find
out that these trips you spoke about of Mr
Durfee—I don't know whether the exact
trips have been taken by others—several of
these kinds of trips have been taken by
Members of Congress and some of your
colleagues in the Senate. I think the chair-
man of the Judiciary Committee, in front of
whom you appeared, sald he had taken a
similar trip. Do you think he was dishonest
or bought?

Senator PROXMIRE. Senator EASTLAND sald
explicitly he had not taken such a trip
himself.

Mr. DEROUNIAN, If someone had taken it
in the Senate, would you say that their
judgment had been impaired materially?

Senator Proxmire, I think you have to
Judge these things in a particular instance.
Here is a case where you have a commis-
sioner whose explicit job is to regulate an
industry or & commissioner whose explicit
job is to regulate a television firm. If he
goes with these people and accepts their
hospitality, I think it is quite different than
saying that a Congressman can't take any
trips under any circumstances with any-
body I think you just have to apply a rule
of reason and a practical rule and operate
on that basis. I think you can do this. I
think you can draft a statute which will
provide that a Congressman can accept hos-
pitality from people who obviously have no
interest in the kind of power and infiuence
that the Congressman may have.

Mr. DEROUNIAN, Senator, about 3 weeks
ago 10 members of this committee went to
Eansas City, Mo., with TWA, to take a look
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at their maintenance plant which is prob-

ably considered one of the outstanding ones:

in the world. We flew in a training jet. It

costs TWA money, I am sure, They invited

us to dinner. They gave us a cigar on the

plane, as I recall it. Do you think that this

committee’s usefulness has been impaired in-
sofar as the judgment goes on aviation be-
cause we went with an aviation company?

Senator ProxMire. I beg your pardon.
This last part of your question disconcerted
me a little bit I thought you said TVA
was the host.

Mr. DErROUNIAN. No; TWA. I am against
TVA because it takes Industry away from
New York.

Benator Proxmire. TWA, Trans World Air-
Iines.

Mr. . TWA was the company
that took us. I am just asking you whether
you think that the independent judgment
of this committee on aviation matters has
been impalred because we went there at
TWA’s expense in a training jet, a new jet,
and that subject matter we have jurisdiction
over regarding safety in the air, and we have
& public interest to care for. I don't know
how else you are going to get there unless
you get there by plane.

My question is do you think in view of
what you said should not be done, no mar-
tinl, no cigar, here we got a ride on a jet
and we got a free dinner and a few cigars.

Senator ProxMime. I would say two things.
I would say, No. 1, I am sure no member of
this committee was influenced by that. I
would say, No. 2, that should be prohibited.

Mr. Mack. Will the gentleman yield to
me?

The CHAIRMAN. Let us not let the record
get completely out of line. I don’t want to
get our committee or the Civil Aeronautics
Board or the airline into difficulty. The
committee pald for our transportation out
there in the regular commercial fare. I think
the gentleman intended to make that clear.

Senator ProxmIire. Then may I modify my
remark by saying this is perfectly proper
and very sensible and desirable, The Con=-
gress pays for this. The Congress makes
this investigation. I think this is in the
interest of airline safety. I don't know how
you judge these things unless you look at
them.

Mr. DerouniaN. We got a free dinner.
What I am saying is that you cannot be that
minute in this thing. You have to let the
judgment of the situation dictate what is
proper and what is not proper, and the pur-
pose of the trip, et cetera. I am just saying
you can't strike it down to a martini or a
clgar being bad if you accept it in all cases.

Senator Proxmimre. I would like to make
one final statement on that, and that is this
was the argument we were up against for
years in Wisconsin., It would have been very
little expense or inconvenience to anybody if
the committee had also pald for the dinner.
What difference would it have made? It
seems to me it would have been more proper,
although I am positive no member of this
committee was influenced by the dinner.

Mr. DErOUNIAN. You are right. I have no
further questions.

The CHAIRMAN. Mr. FRIEDEL,

Mr, FriepeEL, No questions.

The CHAIRMAN, Mr. YOUNGER.

Mr. Youncer. Senator, I am glad that you
came over., I certainly agree with you as to
passing similar regulations on Congress that
will apply to any of the regulatory commis-
sions. From that I judge that you do feel
it is possible for Members of Congress and
the Senate to have conflicting interests,

Senator ProxMire, Yes, sir; I do.

Mr. Youwcer, And that they should be

avoided, and that they should be prohibited?
Senator Proxmire, Yes, sir; I think they
should be.
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Mr. YouNGeER. Now, as to honorariums that
Congressmen and Senators get for making
speeches, what is your feeling on that?

Senator Proxmme. I think whether they
are Senators or Congressmen or other Fed-<
eral employees or Cabinet members or any-
one else that this should depend on whether
or not it is an agency or interest group that
may have business which can be benefited
by the actlon of Congress or by an action, I
should say, of the particular Congressman
who is going.

Mr. Youwcer., For instance, If a Senator
made a speech before the National Manu-
facturers Association and was pald for that
speech $500 or £1,000, would you say that
was wrong or right?

Senator Proxmire, I think that the Na-
tional Manufacturers Association, this is a
very tough one to judge, I would say it is
probably all right. On the other hand, if
he were to appear before some kind of ma-
chine tool organization group that had leg-
islation pending at the time before a com-
mittee of which he was a member, and
recelved an honorarium for that, I would
say it would not be. I agree this is a very
difficult thing to determine. The National
Manufacturers Association has general leg-
islative objectives, but because they are gen-
eral and because they are generalized, I
think that the danger would be very small
in this kind of case.

Mr. YouNceEr. Is there any organization
that probably has more concern over legisla-
tion before the Congress than either the U.S.
Chamber of Commerce or the National
Manufacturers Association?

Senator ProXMIRE. They have great inter-
est in legislation pending before the
Congress,

Mr. YounceR. If your theory is carried out,
they do have concern about legislation, and
if a Member of Congress or a Senator ap-
peared before their national meeting and
was pald $500 or §1,000 or $1,600 or maybe
$2,000 for a half hour speech, wouldn't that
be wrong? Shouldn't we get legislation
against that?

Senator Proxmire. I think that because of
the generalized nature of the interest that
the National Manufacturers Assoclation has,
and the chamber of commerce has, that it
probably would not be wrong. I suggest any
legislation on it should be a matter of dis-
closure., In other words, letting the public
know and letting the voters judge.

Mr. Youncer. How about labor unions?

Senator Proxmime. I think the same kind
of rule would apply, although I think labor
unions' interest 18 more specific than the
National Association of Manufacturers. I
have not accepted fees from labor unions or
NAM, and I won't.

Mr. YouncER. How about NEA?

Senator Proxmime. I think the same Kind
of rule would apply.

Mr. Youncer. Wouldn't it be possible for
any of these organizations, if they wanted
to make a good centribution to a Senator
or Congressman's campaign to put him on
their speaking list and give him $1,000 or
$1,500 ag an honorarium for making a talk.
Isn't that one fine way of covering up the
campalgn expense?

Senator Proxmire. Yes; I presume that
might be done.

Mr. YouNGeER. Don't you think that it is
being done?

Senator ProxMire. I have no direct knowl-
edge that it has been done. It has never
been done for me.

Mr. Youncer, Oh, Senator.

Senator PROXMIRE. It has never been done
for me.

Mr. YounGeER. It has not been done with
me, either, because I probably am not a good
speaker. But that does not mean that I
don't know that it is going on. Just because
I am not one of them does not prohibit me
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from having knowledge that it goes on. I
think you have knowledge of your colleagues
drawing fees. As a matter of fact, they have
openly admitted it, You are aware of that,
are you not?

Benator ProxmIeg. I say I have no direct
knowledge. I have not seen it. They have
not told me. I know of nobody who has got-
ten a fee from NAM or the chamber of com-
merce. They may have gotten it. I don’'t
know. I doubt very much if NAM would
pay a fee to a Senator or a Congressman.

Mr. YounceER, Perhaps you don't associate
with them?

Senator ProxMie, Yes.

Mr. YOUNGER. Senator GOLDWATER?

Senator PrROXMIRE. Senator BENNETT Is a
good friend of mine. He is the former head
of it. I would be surprised by NAM paying a
fee.

_ Mr. YouNgeEr. Have you ever heard of Sen-
ator Morse getting a fee?

Senator ProxmMire. Yes. I think Wavywe
has gotten a fee from a labor union. I don't
think he has gotten it from NAM.

Mr. YouwceR, I think that is true. My
point is this: Arc you willing to go down
the line and pass a law prohibiting Senators
and Congressmen from getting honorariums
for speeches before any organization that
has in any way, shape, or form its purpose to
foster legislation before Congress?

Senator Proxmire. I would do it in a dif-
ferent way. I would say, and I would agree
with the people who proposed it in the past,
that we should disclose all sources of income
for Members of Congress outside of their
congressional salaries. Everybody knows that
anyway. If the public knows about this,
then I think that any wrongdoing will be
avoided.

The difference between the way a Sen-
ator and Congressman operates and the way
a member of a regulatory body operates is
that the Senator or Congressman has a
self-regulating system. You have an op-
ponent who is going, if he is alert at all—
at least we have them in Wisconsin, and
I am sure you have them in your State—
who is going to discuss in great detall what
you have done and accepted. I think if
this information is made known to the pub-
lie, it will be self-policing. A Senator and
Congressman have to stand up and say,
“You bet I have accepted a fee from this
labor organization” and try to defend it.
Then the public has an opportunity to pass
on it.

There is no such opportunity with a man
who has the power in a regulatory com-
mission. He does not go before the voters,
He is appointed for a longer period of time.
I think it is quite different.

Mr. YouwcER. Now you are arguing back
on the other side of the picture. You are
saying now that you don’t want any regula=-
tions with regard to the elective officers.

Senator ProxmMiee. Yes, I am saylng we
need regulations. I am saying we ought
to have disclosure regulations.

Mr. YounceRr. You sald a while ago if they
should they should not have any outside
income. Do you mean that?

Senator ProxMire. I say you should not
have outside income that conflicts, where
there is a conflict of interest. For exam-
ple, a member of the Agriculture Commit-
tee probably should not have income from
a grain elevator or investment in a grain
elevator or speculate in the commodity
market.

Mr. Youwcer. If you carry that to its
logical conclusion, you won't have anybody
down here with any money because how can
you invest in stocks?

Senator Proxmire. We will all be Demo-
crats.

Mr. YOUNGER. You say what?

Senator Proxmire. If we follow that, we
will all be Democrats in the Congress.
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Mr. YouwceER. May I answer that there
are more milllonnaires in your Democratic
convention than ever attended a Republican
convention, and that you know.

Senator Proxmme. We are proud of them.

Mr, YounceEr. Yes, that is all right. But
how is a Congressman or Senator going to
have any money, which if he does have
some money and makes him a little inde-
pendent on his vote and not necessarily de-
pendent on his salary and he invests it in
stock or has income from Bethlehem or
some sugar company or any kind of & com-
pany that might be affected by legislation,
you say he should not own any stock.

Senator Proxmire. I say he should not
own stock that conflicts with his commit-
tee work or with his own particular special-
ized area of responsibility. I say this is
something that you might possibly legislate
on. However, I feel that the main way to
legislate on this kind of thing is by dis-
closure, because you have oppanents, you
have an electoral process by which this is
going to be exposed and used against a
man if he is influenced by it.

Mr. Youne=r, I would just make this
comment. You say his sphere of influence.
I think a Congressman or Senator, just be-
cause he does not serve on the Banking and
Currency Committee, has very definite re-
sponsibilities in the economic field, regard-
less of what committee he may serve on.

That is all, Mr. Chairman.

The CHAIRMAN. Mr. FLYNT.

Mr. FLynTt. No questions.

The CHAmRMAN. Mr. AVERY.

Mr. Avery. Thank you, Mr. Chairman.

At this time, Mr. Chairman, I would like
to renew my question of the other day.
I asked the other day when we were consid-
ering this legislation for a list of witnesses
to be available so we could put them in
the record so we might know what to antici-
pate. Are there any further witnesses pres-
ently scheduled in connection with the
hearings?

The Cuamman, Yes. I wanted to have an
opportunity to remind the committee that
we have all members of the Federal Com-
munications Commission back up here this
morning to conclude with them. Then
there are innumerable witnesses waiting
beyond that. I hope I can have an oppor-
tunity to schedule a program if this and
the business of the House will permit.

Mr. Avery. Can the committee members
be advised as to the witnesses we antici-
pate?

The CHAIRMAN. Just as soon as the clerk
can get the witness list lined up. There is
one witness here this morning from Cali-
fornia that I hope we will be able to get to.
It is Dr. Frank Newman.

Mr. Avery. Thank you. On that note I
have just one question to direct to the
Benator. I am delighted to have you be-
fore our committee, Senator, because you
may have observed the recommendation you
made to our committee this morning was
identical to the position I took in the
committee last Monday, that #f we are go-
ing to write a code of ethics on which I have
a considerable amount of reservation,
certainly we will have to delete that word
*“unusual” to make it mean anything at all.

Benator, by establishing a hypothetical
situation here, could you not agree with me
the way this bill is presently written, in-
stead of invoking restraint upon members
of the commission and their employees, ac-
tually we conceivably might be opening the
gates almost wide open, having just the op-
posite effect that we might be striving to
achieve? At the present time, it is a mat-
ter of consclence. It is a matter of what
we describe as fudicial ethics as to what a
commission member might or might not do
or accept. I am not a lawyer, but I am ad-
vised that the word “judicial™ code of ethics
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has a very definife connotation to members
of the bar. That is a continuing proposi-
tion under our present arrangement. I think
it 1s fair to assume if we would pass this law
as written, then the wviolations would be
spelled out, would they not, Senator, as they
are in this bill. From then on we would
discard the code. We would be talking about
just what is prohibited in the bill?

Senator ProxMirgE. I don't think that nec-
essarily follows. I see your point, Mr. AVERY,
I feel on the basis of our experience in Wis-
consin you don't have to spell out every-
thing. Your argument is that only the con-
duct which is explicitly proscribed will be
prevented and any other unethical conduct
which may not occur to the legislator and
which therefore by omission’ seems to be
permitted, can be freely indulged in. Our
experience 1s that this is not what happens.
Our experience is that this raises the ethical
conduct all along the line.

Mr. Avery. It is not so much a matter of
conduct as it is timing. If you have a copy
of the bill, on page 4 it limits this to when
any proceeding is before the commission.
We discussed proceeding the other day. It
includes both adjudication and rulemaking.
The chalrman testified the other day the re-
newal of a license is considered to be an ad-
Jjudication when the licensee files his appli-
cation for renewal. So it seems to me that
the day before, for instance, in a hypothet-
ical case under this bill, that application
was filed, a commissioner or an employee of
the commission would be perfectly free to
accept hospitality in any degree that he
might have it offered to him.

Senator Proxmime. I think you raise an
excellent point and I tried to meet the point
in my statement by citing the experlence
of the FCC Chairman. In this case, the in-
formation In the newspaper was that Mr,
Doerfer did not have anything pending be-
fore FCC. Therefore, he could be enter-
tained all he wanted to. I think it should
be modified so that he would be proscribed
from accepting entertainment if there is any
reasonable likelihcod that he may have a
case pending before the FCC within the near
future.

Mr. AverY. There again don't you get into
a relative situation? He may have some-
thing pending or he might have in the near
future. Isn't it reasonable that any li-
censee always has something pending be-
fore the Commission?

Senator ProxMIRg, I think so. I think you
could modify it by deleting the word “pend-
mg‘u

Mr. Avery. Then do you agree the way the
bill is written we might have less restriction
on the matter of hospitality than we have
under our present arrangement?

Senator ProxMiRe. No; I would not. I
think if this language is modified somewhat,
it would have far more.

Mr. Avery. I saild as the bill is presently
written.

Senator Proxmiee. I think it can be im-
proved. Even as written I would vote for
this bill.

Mr. Avery. Thank you, Senator.

The CHAIRMAN. Mr. HEMPHILL.

Mr. HempHILL, Thank you, Mr. Chairman.
I would like to comment that I think carry-
ing it to a dinner is carrying it to a ridicu-
lous extreme. Down in my section of the
country when the people get to Washington,
it is a trip for them and they want you to
come to dinners of the organization. There
is nothing wrong in 1t. Nobody tries to
bend your ear. They want their Congress-
man to come and show that he is a friend
of a particular constituent back home.
There is nothing wrong with that. If your
philosophy be true, you are castigating peo-
ple for trying to accept hospitality of a con-
stituent back home. I have four invitations
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now to go to dinner, one of which I am
going to at great inconvenlence. I want to
g0 see my wife and family. Would you carry
it that far?

Senator ProxMirE. No; my proposal would
not do that all. You can entertain and be
entertained by your constituents all you
want. It is with registered lobbylsts. The
proposal is with lobbyists who are registered
before the Congress to lobby for a bill, that
entertainment on their part would be pro-
scribed. If they do lobby without being
registered, then they are in violation of the
law.

Mr. HempHILL. These are organizations
which have lobbyists on the Hill in each
instance. They are interested in some legis-
lation. They have the fellow back home
interested in legislation. He thinks I ought
to be Interested in his view. I think I
ought to, too. I am.

Benator ProxMire. I think so, too.

Mr. Hempurin., I represent my people. I
am going to the dinner with him because
that is part of my duty. Is that wrong?

Senator Proxmire. Not a bit. I think it
may be a little awkward at first, but it
works out fine if we just dutch treat and
everybody picks up his own check.

Mr. HemrarLL, We might go a little fur-
ther than that. Would you go so far as to
say that we should have a provision in the
bill perhaps that if the wife of a Congress=
man or Senator, or even the President, re-
celved some fine trip or some fine gift that
is unusual, is that to be reflected here?

Senator ProxMiRe, First, I would like to
make it clear that I don't propose that this
bill be amended to include Congressmen. I
say we should have a separate bill for that.
I think you can Kkill legislation very easily
by amending it, and adding all kinds of
things to it. I would not favor that at all.
I think we should have a separate bill for
Congress that should be pushed through and
vigorously. I don’t think this should be
amended to do 1t. This is a proper bill with
regard to the agencies, and I think
that 1s what it should be. As far as the wifa
is concerned, she should not be included.
There may be a little abuse, but I would not
be concerned with that.

Mr. HempHILL, I might ask the Senator if
he is called on to contact bureaus, agencies
frequently by his constituents? I assume
he is.

Senator ProxMIRE. Yes. :

Mr. HempHILL. I assume if he represents
his people that he makes the necessary con-
tacts. Otherwise, they have no avenue of
contact, Does the Senator do that?

Senator PRoOXMIRE. Yes. We try to be very,
very careful in the phrasing of our letters.
I am sure you do, Mr. HEmMPHILL, and put it
all on the record, and make it publicly
avallable, and try to inform the agency that
under no circumstances should it be con-
sidered confidential or private, and that it
should be available to any interested party.
Bo it is part of the formal record.

Mr. HempHILL, Then you would not go so
far as to say that Congressmen and Sen-
ators representing their constituents should
not make contacts downtown, show their in-
terest, get information?

Senator Proxmire. No. I would agree with
you we should make those contacts. It is an
important part of our job. Bureaucracy is
bound to be pretty impersonal and difficult
for constituents, especially people in small
business. I think a Congressman and Sen=-
ator can perform a real service. The only
thing is that it ought to be aboveboard and
on the record.

Mr. HempHILL. Thank you.

The CHAIRMAN. Mr. COLLIER.

Mr. Corrrer. Senator, would you favor a
provision in this bill which would provide,
shall we say, for a monthly log or report to
be made public, made available to every
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Member of Congress, of any Senator or Con-
gressman who calls the Commission or any
agency of Government for that matter in
regard to a private operation of some nature?
In other words, if we are golng to get into
the area of disclosures let us go all the way.

Senator ProxMIre. I would not see any ob=
Jection to that kind of disclosure. I think
very few Senators or Congressmen would ob=
Ject to it. I think we are proud when we
fight for our constituents, and when we write
an agency in a letter which we made publie.
Sometimes we issue releases on it. I see
nothing at all wrong with making that
public.

Mr. Corrrer. But to include in this law
provision that would provide for such a
procedure so that the folks down at the
agencies whom we are trying to steer away
from any undue influences would then be
able to let the entire Congress, and perhaps
the public know the calls of such nature as
they feel might be designed to influence in
the agencies from Members of Congress.

Benator ProxMIRE. Yes.

Mr. CoLrLiER. Thank you.

The CHAIRMAN. Mr. GREEN.

Mr. GReEN. No questions.

The CHARMAN. Mr. NELSEN.

Mr. NeLseN. I am happy to pay my re-
spects to my nelghbor, Senator PROXMIRE.
I come from Minnesota. I am sorry that I
didn’t get in to hear the complete testimony,
but I understand this deals with regulatory
agencies. I was also interested in your con-
clusions relative to Members of Congress. I
would like to ask the question, do you feel
that a Member of Congress should deal with
legislation from which he himself might de-
rive some benefit? For example, voting on
legislation and he himself be a recipient of
the benefit from the legislation he votes for.

Benator PrRoxMIRe. It is my.-understanding,
or at least I have seen it happen very often,
that Senators will announce because they
have an interest they won't cast a vote. I
think that is proper conduct.

Mr. NeLseN, The question I was leading
up to was this. I happen to operate a farm,
I wondered about farm legislation. I have
never negotiated a commodity loan of any
kind on any products so I am not concerned.
But here we deal with legislation where
there are many farmers who participate in
the program that are Members of Congress.
It would seem to me that there iz also a
connection there. I do not think it is very
material, But if we are going to draw a
code of ethics certainly it would apply to a
Member of Congress who votes for legisla-
tion that will provide commodity loans that
he might be a reciplent of on his farm. I
would like to ask another question relative
to Members of Congress. You feel that this
code should not apply to Members of Con-
gress?

Senator Proxmme. May I say at this point,
Mr, NeLsEN, that I feel that we should have
a code of ethics for Members of Congress,
but I think that you should no more amend
such a bill by including the regulatory agen-
cles than you should amend this bill to in-
clude Congress. I think they are separate
problems and I think they would both have
& far better chance of passing if they were
separated than if they were combined. I
think we should have a code of ethics for
Congress,

Mr, NeLsEN. I was the administrator of the
rural electrification program and we dealt
with loans that would run up to $10 mil-
lion. I have had more pressure exerted on
me by Members of Congress than anybody
else, In this particular case, we were con-
fined by restrictions in the law on which
we base our judgment on loans. Yet I have
had Members of Congress put pressure on
me far exceeding anyone else for these loans.
Do you feel that should be done by Members
of Congress?
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Senator Proxmire. I think that any action
that is taken under these circumstances by
a Congressman should be public and should
be publicly acknowledged. I think that if
they have no interest themselves, that is, if
they are not benefiting from their own farm
or farms in this kind of a situation, and it
is publicly disclosed, the wrong is very small.
I can't see any really great objection to it,
provided as I say it is fully disclosed.

Mr. NeLsen. My point is this: It is very
difficult for an administrator of any program
to follow the law when you have the law-
maker putting pressure on the agency. I
believe that if we are going to draw a code
of ethics we ought to have one that applies
to Members of Congress and their conduct,
as well as any agency. It is very easy for
us to pick on people downtown that are
handling a program. Sometimes the spot-
lght needs to be turned on us. I think
maybe we ought to give some consideration
to that.

Senator Proxmire. I agree with you whole-
heartedly. I think this is a very difficult and
serious problem, I think it is so important,
as I sald to Mr. HEMPHILL, that Members of
Congress do attempt to humanize the ad-
ministration or the bureaucracy by repre-
senting their constituents. I think this very
delicate area has to be handled with good
Jjudgment and the best way to do it properly
I think is through disclosure.

Mr. NeLsEN. Regarding honorariums, do
you feel a Member of Congress should accept
an honorarium of 8500 to make a speech,
and then the speech is written for him and
handed to him before he goes, which fits the
pattern that somebody wants delivered? Do
you think that is right and proper for a
Member of Congress to do?

Senator Proxmire. If a Member of Congress
should go out and speak for a group of his
constituents, the League of Women Voters,
or some group, the Republican Party in his
county, or something like that, I can see
nothing wrong with that kind of situation;
if he speaks to a speclal interest group that
has particular legislation that they want
passed, and he is obvlously interested in it
and going to be affected by it, then I think
it is very questionable. I have not made up
my mind finally, Mr. NeLsen, whether this
ought to specifically be outlawed or whether
the way to handle it 1s with full disclosure
and let the opponent in the next election
or the opposing party regulate it by our
political process. I am inclined to favor dis-
closure.

Mr. NersEN, I might make this observa-
tion relative to a Member of Congress calling
an agency. I think it is perfectly proper for
them to make confracts, to make inquiries,
to encourage consideration, but I do not
believe a department official should be sub-
Jected to abuse if he falls to go along with
the recommendation that does come from
Members of Congress.

Senator Proxmire. I would agree 100 per-
cent. There should certainly be no abuse.
There is no question about it. I think it is
self-defeating. I don't think it is effective.

Mr. NELSEN. Thank you.

The CHAIRMAN, Mr. KEITH.

Mr. EerrH. No questions.

The CHAIRMAN. Mr. CURTIN,

Mr. CurTIN, No questions,

The CHAIRMAN, Mr. MACK.

Mr. Macx. I would like to correct the rec-
ord in case we left the wrong impression, I
am certain my good friend and colleague,
Mr. DEROUNIAN, did not intend to infer that
the conduct of this committee was improper
in the TWA Eansas City case. I am very
familiar with that, because I know that this
committee has been trying to make such a
trip for some 8 years, and that we have
planned it on several occasions, and upon
each occasion we found it necessary to
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cancel the trip. I wanted very much to make
this trip this year. I was not able to go.
But I did find out about the trip and all the
particulars before the trip was made this
year. First of all, the committee did buy
tickets for every Member of Congress and the
staff who accompanied them on the trip.
For all of the members of this committee who
made the trip, the tickets were purchased and
TWA received the money.

In the case of the entertainment, it is my
understanding that part of the entertain-
ment was provided by the city of Eansas
City, Mo., and the mayor entertained at least
for lunch. I am sure that the gentleman
did not intend to imply that there was
anything in any way improper concerning
the trip that this committee took to Kansas
City.

I would also like to state that In my
opinion it is a little different in the case of a
Member of Congress than a member of:ja
commission. However, I don't think under
the same circumstances we could criticize
the commission for making the trip. In the
case of a Member of Congress, as the witness
80 ably stated this morning, he goes before
the people every 2 years, and I think that
the people should know what he has done,
and what he has not done during this period.
In the case of commissions, some Commis-
sioners are appointed for a period of 7 years
with no provision for removing them from
office even if people feel that they have not
conducted themselves properly. I want to
correct the record in regard to this Eansas
City matter.

I yield to my friend from New York.

Mr. DerOUNIAN. Perhaps he was engaged
in conversation at the time when the Sena-
tor sald he did not think our independent
judgment was affected by this trip, and I
sald, “You are right.” We agree that Mem-
bers of the Congress should be given the
same rule as the regulatory commissions be-
cause to me influence is influence, whether
it is exercised by an elected representative
or an appointed official.

Mr. Macx. I am glad to yleld to the gen-
tleman and he speaks for himself and does
not speak for me.

Mr. DEroUNIAN. That is right.

Mr. Mack. I think there is a great deal of
difference between Members of Congress and
the members of these commissions,

Mr. DEROUNIAN, We can talk about that in
private.

Mr. Mack, I want to clarify this point. I
do feel personally that Members of Congress
should abide by the same rule as the mem-
bers of the commission. That happens to be
my personal view.

The CHAmRMAN, Senator, thank you very
much for your appearance here.

Senator ProxmMiIre. Thank you very much,
Mr. Chairman.

The CuARMAN. I hope that by all of this
testimony and questions this morning that
we don’t lose sight of the objectives here,
and forget the purposes we have here buried
underneath all these other things that we
could appropriately raise. What we are try-
ing to do is to be practical and to establish
something that would be workable and not
put these agencies in ivory towers. No one
wants to do that. Not deprive them from
learning as they are required to do under the
law. All they need to know is to find out the
problems they regulate, not to prevent them
from promoting a particular industry if it
is thelr business, as in the aviation field, but
to provide practical working standards, and
some of them have pleaded the fact that
what they need is guidance so that they will
have something to go by. I hope that none
of us loses sight of what we are trying to do
here in a fair and objective way.

I want to thank you for your contribution,

Senator PROXMIRE. Thank you very much.
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WHAT HUMPHREY AND KENNEDY
ARE DOING FOR THE WISCONSIN
VOTER

Mr. PROXMIRE. Mr. President,
there has been much criticism, including
some from this Senator, of the behavior
of the contestants in the crucial presi-
dential primary in my State.

What is likely to be forgotten, how-
ever, is the positive and constructive
benefits of this kind of a debate on the
great national issues for the people in-
volved. In general, both Senators have
been doing a marvelously constructive
job of bringing the big facts on America’s
plight to the attention of our people.

This immense value of a presidential
primary is so often overlooked that I
call the attention of the Senate to two
brilliantly written editorials from the
Milwaukee Journal describing the cam-
paigns of HuserT HUMPHREY and JACK
KEeNNEDY in Wisconsin.

The concluding paragraph of the sec-
ond of these editorials summarizes the
effect of this campaign in the eyes of this
great newspaper:

With his opponent, Senator EENNEDY, of
Massachusetts, he (HUMPHREY) 18 respon-
sibly conducting the preliminaries of the
great dialog that will challenge the American
people until they go to the polls in Novem-
ber to choose their leadership for the next
4 years.

“The eyes of the Nation are upon you,”
these distinguished Senators are telling the
people of Wisconsin.

The truth is in their words.

Mr. President, I ask unanimous con-
sent that these two editorials be printed
at this point in the REcorbp.

There being no objection, the edi-
torials were ordered to be printed in the
REcorb, as follows:

[From the Milwaukee Journal, Feb. 28, 1960]
WEe TramL AroNG To WATCH

These are dark winter days in central
Wisconsin, the snow lies thick on the sleep-
ing flelds, the wind is raw and biting, and
Jorw FrrzeErarp KENNEDY, junior Senator
from Massachusetts, is campaigning hard
for the presidency of the United States.
We tralled along to watch him,

In Columbus the pride of the Boston
Kennedys (“he says some words kind of
funny, doesn't he?") is dashing in and out
of the bank, the barbershop and the Town
Tap. In Portage, school is out and he is
furiously glving autographs to excited chil-
dren. In Antigo he is talking American
government like a political science teacher
to the high school assembly. At Merrill he
is racing through factories and trying to
shake hands at a plant gate.

Madison, Medford, Abbotsford, Wausau,
Bloomer, Durand, Eau Clalre, smiling, bare-
headed, hand outstretched, there goes Joun
EENNEDY.

There are moments of deep satisfaction.
Madison, Wausau, Merrill, and Eau Claire
provide big, enthusiastic crowds. At Por-
tage, Dr. C. W. Henney, onetime Democratic
Congressman, introduces EKENNEDY as “the
next President.” At Merrill, Leonard PF.
Schmitt, longtime progressive, primary op-
ponent of the late Senator McCarthy in
1952, announced for Eewwnepy. Walter B.
Chilsen, influential Merrill editor, explains
that he's Republican but hopes Democrats
will vote for KewweEpy. At Abbotsford a
husky farmer says “I'm with you all the
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way"” and friends nod agreement. At Med-
ford a woman whispers “God bless you,
Senator.”

But occasionally the Eennedy smile fades.
The crowd at the Columbus city hall is small.
Some workers flooding out of the Weinbren-
ner shoe plant at Merrill sidestep the wait-
ing figure (are they anti-Eennedy or only
anxious to get home to lunch?). At the
Medford curling club, where the Badger
State women's bonspiel is under way, the
women show resentment at the political in-
trusion. As Eennedy moves westward to-
ward Minnesota, Farmers Union country,
the “Bible Belt” of Wisconsin, followers and
newsmen hear more praise of his primary
opponent, Senator HupErr HUMPHREY, and
much more talk about EeNnEDY’'s Catholi-
cism as a political issue.

There are light moments, too. A whisk-
ered old man in Columbus is insisting he is
too young to vote. A teenage girl in the

re gravely tells EKENNEDY,
“We're the teenage delinquent crowd.” An
Abbotsford questioner expounds at length:
“Senator EENNEDY must do something about
the new water tower at Owen.” A lady cor-
respondent from Washington gets herself
locked In the school kifchen at Abbotsford,
and misses the convoy back to Wausau.
Card players in & Columbus tavern tell the
Benator: “We sald we wuz gonna go listen to
yuh at the city hall when we got this game
over, but I guess we're late, huh?”

‘What 1s EENNEDY saying, other than “I'm
Jack KENNEDY, and I came here asking for
your help”? He is commenting on current
issues as reported in the news columns, talk-
ing about the significance of the April 5 pri-
mary urging young people to concern them-
selves with government and politics. He
says over and over that the country desper-
ately needs leadership in “the decisive sixties
when all the unsolved problems of the fifties
must finally be faced.”

He speaks with concentration, without
notes or manuscripts. Sometimes the words
tumble out too rapidly. He quotes Lincoln,
Jefferson, Churchill, and other historical fig-
ures, and he does it naturally. Rarely does
he show emotion. Only at Abbotsford, ques-
tioned sharply about unemployment coms=-
pensation ‘“‘chiselers” and “rockingchair
workers,” does’ he indignantly insist that
there are chiselers among farmers and pro-
fessional men as well as among workers, that
most Americans are not of such stripe, and
that compensation, social security, and other
welfare legislation are good and necessary.

He 18 a serlous man on a serlous mission.
One joke in 2 days goes over big in Abbots-
ford: “Your greeting reminds me of what the
Maine cow sald to the farmers. ‘Thanks for
& warm hand on & cold morning.’ "™

Reporters ask voters how it looks:
HumprHREY or EENNEDY? And voters ask re-
porters. Certalnly no one knows. There are
indications that people are listening at last
to the candidates. Republican leaders say
their people will invade the Democratic pri-

No one will know until the day after
election, if then, who is helped or hurt by
straying Republicans or by the religious
issue.

There is current criticism of presidential
primary elections and of the exhausting,
grassroots campaigns they force upon busy,
important men. The Journal has expressed
doubts about this system. Nevertheless, it is
an inspiring experience and a lesson in
democracy to stand in the high school gym
at Abbotsford (pop. 1,013) and hear the like
of the Senator from far-off Massachusetts—
candidate for President—say in all earnest-
ness to some 50 voters and 200 students:

“This isn't an exercise or a game. This
is the lifeblood of the American way. This
is & most important part of the system by
which the Amerlcan people pick their Presi-
dent.”
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[From the Milwaukee Journal, Mar. 20, 1960]
WE TrAmL AroNG To WarcE—IL

The main bullding of the American Motors
Corp. plant at Kenosha is 9 blocks long.
Huserr HoraTro HUMPHREY bounces every
foot of it and then some. He is in and out
of the two moving lines of Ramblers (1,185
this day). He's dodging accessories bobbing
overhead and fork trucks darting by. He's
reaching up to decks and down to pits to
shake hands.

The Minnesota SBenator hands out cards
(with the Braves' 1960 schedule) urging a
Humphrey vote at the April 6 presidential
delegate election. Occasionally he is heard
to mutter, “This is wonderful.” Whether it's
the many hands he finds to shake or the
magle of the assembly line no one asks.

Now it is night and HumpHREY (blue coat,
gray fedora) is statloned under the bright
Woolworth sign at 57th Street and 6th Ave-
nue in downtown Eenosha. Shoppers crowd
by and HuvMpHREY'S outstretched hand misses
but few of them. (“You have to shift your
grip every time; even so, my little finger is
& wreck.”) This time, for the women, the
card carries his wife Muriel’s recipe for beef
soup. (“It's a dandy; your husband will
like 1t.")

Early morning, the sun is edging out of the
Lake Michigan vapors. The Greyhound bus
pulls up at the main gate of the strikebound
J. I. Case Co. at Racine. Out pops
HumpHREY. Out pops Joe Glazer, troubadour
of the labor movement, and hls guitar.
Glazer sings: “We're Fighting for a Contract,
We Shall Not Be Moved.” HumPHREY and 39
pickets mumble along. At a breakfast of
labor leaders at the Racine Labor Center he
mentions the Case strike and adds: “No
candidate in either party has a better voting
record in behalf of labor.”

The bus stops in bright warm sunshine
in Burlington. Humphrey is up and down
the streets, in and out of the Echo Inn,
the Coffee Cup, Tobin's and the Rexall drug-
stores. (“I never miss drugstores, I'm a
druggist myself.”) Then three blocks to the
National Tea store. (“The butcher wants
to meet me, butchers are important in
politics, they talk to all the women,”) In
front of the soups, farmer Orville Ihrke on
route 2 explains gravely that he came from
South Dakota, knows “Andrine” and is all
for Humphrey. “Andrine” is Humphrey's
Aunt Andrine Grimes of Lily, 8. Dak, (“It's
amazing how many relatives and friends
from South Dakota and Minnesota I meet
in Wisconsin—Ilast night an old friend of
dad’s was in the crowd.")

Now Delavan. As usual, the Humphrey
campalgn is late. A brief stop is
scheduled at the State school for the deaf.
The children are at lunch. Humphrey insists
on shaking hands with all 132. He gquickly
learns a few sign language symbols and uses
them to his delight and that of the chil-
dren. The Senator's eyes are misty as he
departs and, out in the yard, he warmly
hugs the small boys who cluster around him,

The driver has fixed a reclining seat in
the bus. “The Senator won't spend 5
minutes there,"” chortles an alde. HuMPHREY
doesn't. He's advising aides what to do at
the next stop, or scolding about thelr wast-
fulness with literature and campalgn but-
tons. He's announcing how next week's tour
will be more efficlent. (“There'll be an ad-
vance car and a trailing car.”) He's talking
with your wandering editorial writer about
congressional progress, outlook for the Ge-
neva disarmament conference and Nikita
Khrushchev, (“We've got to get over the
idea that he's just a vodka drinking fat
boy.”) He's musing out loud: “I love small
towns; I'll bet I've campaigned in every
small town in Minnesota.” He's bantering
or telllng some anecdote.
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Like the one about the pig sign In front
of the Humphrey Brothers drugstore in
Huron, 8. Dak,: “We decided to remodel.
The pig sign, advertising cholera serum, had
been there since dad started the business.
Brother and I sald the pig was a disgrace
and had to go. Dad sald this would be a
terrible mistake, the farmers wouldn't know
how to find the store. We won out. The
pig went. And so did some of our farm
business. So the pig went back, big as life.
Only now it's in neon lights.”

Someone called HuMPHREY a human dy-
namo. It's a good description. He's first of
the party up In the morning, last to bed
at night, first out of the bus.

His speeches, chronically too long, have
been trimmed for this campaign. He has
eliminated (usually) the triple explanation,
the multiple description, the “this suggests
another subject.” He hates prepared texts.
His impromptu speeches have emotional and
political bite. Still, he is at his best in
smaller groups, where flamboyant oratory
does not overwhelm the man’s intensity and
conviction.

His attack 1is the broadside varlety.
(“Nixon and company will give us a snow
job that will make these Wisconsin bliz-
gards look like troplcal breezes.”) His plat-
form humor is strictly Midwest. (“Khru~
shchev treats us like Grandpa Buck used to
treat his chilblains—first he put his foot in
hot water, then cold water, then he did it
over and over again.”)

Huserr HumpHREY I8 fundamentally a
grandchild of prairie populism, a son of the
great depression, an apostle of the New Deal.
(“I'm an idealist, a progressive, a liberal.”)
By nature, by background, he is aiming
much of his current campaign at workers,
farmers, and the many who consider them-
selves neglected or ill treated by soclety or
Uncle Sam. (Said the old man in Jackett's
bar at Delavan: “I've been here 42 years,
never made enough to get out, wonder what
HumpHREY will do for me."”) But the senior
Senator from Minnesota is also talking se-
riously and knowingly about foreign policy,
disarmament, the missile gap, national
growth, and other major problems of our
times.

‘With his opponent, Senator KEENNEDY, of
Massachusetts, he is responsibly conducting
the preliminaries of the great dialog that
will challenge the American people until
they go to the polls in November to choose
their leadership for the next 4 years.

“The eyes of the Nation are upon you,"
these distinguished Senators are telling the
people of Wisconsin.

The truth is in their words.

LEASING OF PORTION OF FORT
CROWDER, MO.—CIVIL RIGHTS

The Senate resumed the consideration
of the bill (H.R. 8315) to authorize the
Secretary of the Army to lease a portion
of Fort Crowder, Mo., to Stella Reor-
ganized Schools, R-I, Missouri.

Mr. JAVITS. Mr. President, I am a
sponsor of the amendment which is be-
fore the Senate, with the Senator from
Pennsylvania [Mr. Crarg] and 11 other
Members. I think it is so important to
the issue now before the Senate that I
am pleased we have had the opportu-
nity to discuss it in the Senate, and I
am glad the purpose of the amendment
has been explained so fully. I hope
very much that those who are opposed
may also find whatever holes they think
are in it and give us an opportunity to
answer their points.

I realize we shall probably be faced
with a motion to table. I hope very
much that motion will not succeed, but
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that the Senate, because I feel this is a
proposition which should be voted upon
on its merits, will support the amend-
ment on its merits.

I make that statement for this reason,
Mr. President. Let us remember that
the referee plan came from the Attorney
General. It was his plan. It is essen-
tially the administration’s thought on
how we can more nearly assure the vot-
ing right to those anywhere in the coun-
try—and particularly those in that area
where the Civil Rights Commission
found, in a most authoritative way, by
three of its members from the North and
three of its members from the South—
and let us never forget that fact—that
the voting right was being denied to
those entitled to it.

Mr. President, I think there ought to
be written, in letters of fire, here on the
floor of the Senafe, one sentence from
page 134 of the report of the U.S, Com-
mission on Civil Rights, namely:

Our investigations have revealed further
that many Negro American citizens find it
difficult, and often impossible, to vote.

And then the findings of fact on page
138, where the Commission stated:

The Commission finds that the lack of an
affirmative duty to constitute boards of reg-
istrars, or failure to discharge or enforce
such duty under State law, and the failure
of such boards to function on particular
occasion or for long periods of time, or to
restrict periods of function to such limited
periods of time as to make it impossible for
most citizens to register, are devices by
which the right to vote is denied to cltizensa
of the United States by reason of their race
or color.

Mr. President, it seems to me the
quality of indignation has died and has
been lost if those words do not rouse the
Senate and the House to passage of an
effective bill to assure that this cannot
and shall not happen in these United
States. !

And so, Mr. President, let us remem-
ber that the plan with which we were
faced was the plan of the Attorney Gen-
eral. It was not God-given and omnis=-
cient. It was the best the Attorney Gen-
eral could devise. .

I, together with others in the field,
considered the Attorney General's plan
perfectly constitutional, but we did feel,
in view of the fact that it was tied in
with judicial proceedings and was a part
of judicial proceedings, that its par-
ticularized application and the possibil-
ities of delay which ensue in court pro-
ceedings, of which the referee plan
would be a part, demanded some other,
more expeditious way of seeing that
there could register and vote thousands
and thousands of citizens who had been
disenfranchised as the Civil Rights Com-
mission found they had been,

Mr. President, this is a problem which
the Senator from Pennsylvania [Mr.
Crarkl, I, and others interested in this
field did not create. This is & problem
of decades—not of years, but of dec-
ades—of discrimination against Negro
citizens by virtue of their color.

So when we computed the percentage
of whites that were registered in South-
ern States and the percentage of Negroes
that were registered in Southern States,
we came up with the astounding differ-
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ence of 1,800,000 American citizens who
were not registered in the Negro group,
who would have been registered had they
had the same percentage of registra-
tions as the white group.

Mr, President, they may not choose to
register, but at least they should have
the opportunity to do so. The Civil
Rights Commission found clearly that
they were denied the right to do so under
color of State law, and notwithstanding
the oath that every official takes to obey
the Constitution of the United States.

Under those circumstances, therefore,
many of my colleagues on the other side
of the aisle—and let us assume that we
on this side of the aisle were loyal to the
administration’s proposal, the referee
plan—a large and distinguished group of
our colleagues on the other side of the
aisle had other ideas, and they said,
“Let us go back to the Civil Rights Com-
mission’s own prescription for this dif-
ficulty which it itself found, and that is
the appointment of Federal registrars by
the President of the United States as the
way in which large-scale registration,
and therefore large-scale voting, could
be accomplished.” That would be so not
because there would be wholesale qual-
ifications where qualifications were not
deserved. The law is very clear that it is
State qualifications which apply, and not
Federal qualifications. The effort pro-
ceeded on the proposition that the wrong
had been so widespread and long endur-
ing that it took a remedy greater than
that which was offered to us by the At-
torney General.

Therefore, that group, and others on
this side of the aisle with a like mind,
presented a prescription to the Senate
for that purpose, the plan of the Civil
Rights Commission. The Senate in its
wisdom determined to turn that down.
Whether we could have had 8 or 10 or
15 more votes if other Members of the
Senate who were absent had been pres-
ent is an academic question. The fact is
that a majority of the Senate turned the
proposition down. Therefore, we came
to the judgment that we should make
this proposal before we came to the re-
grettable conclusion that there was no
other alternative than the referee plan—
which is a limited alternative. Indeed, I
read the words of my colleague from
Pennsylvania [Mr. Crarx] on that sub-
ject, wrung from his heart, because this
is a subject on which we feel deeply. He
said if he had to do it, if that was the
only alternative, he would vote for the
referee plan with a heavy heart.

Mr. CLARK. Mr, President, will the
Senator yield?

Mr, JAVITS. I yield.

Mr. CLAREK. I thank my friend for
his kind words. I think I said at the
time that if I were faced with the al-
ternative of voting for a reasonably good
referee bill or no bill at all, I would feel
compelled to vote for a referee bill; but
I did not then say, and I do not now
say, if we were faced with a weak and
watered-down referee bill which required
Negro citizens to go back and again face
the registrars, I would vote for it. I
have grave doubts whether I would vote
for that kind of bill.

Mr. JAVITS. I concur with what my
colleague has said. Those were his
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words, and I am looking at the record
of what he said, at page 5745 of the
REecorp for March 16, 1960.

We therefore felt it our duty to try
to bring before the Senate, almost as a
last resort, yet another proposal of the
most moderate and conservative charac-
ter, which would yet give this opportu-
nity for the registration of the large
numbers of citizens who are involved
and at the same time not do away with
the referee proposal.

For this purpose, Mr. President, there
were delegated, from the Republican
side of the aisle, three of our number
who are lawyers by profession, and from
the other side of the aisle also three
Senators who are lawyers by profession.
We got together and did our utmost to
come up with some proposal for the
Senate which would at least go some
way. If it could not go the way of the
registrar plan, which, I repeat, is the
best plan, it could at least go some way
toward dealing with the very grave
problem of the very large number of
people who have to be registered if jus-
tice is to be done.

We came up with the amendment
which is sponsored by this group of
Senators. I should like to read these
names, It is not only sponsored by the
Senator from Pennsylvania and myself,
but also by the Senator from Vermont
[Mr, Arken], the Senator from Alaska
[Mr. BArRTLETT], the Senator from New
Jersey [Mr. Casel, the Senator from
South Dakota [Mr. Casel, the Senator
from Oregon [Mr. Morsel, the Senator
from California [Mr. KucHEL], the Sen-
ator from Wisconsin [Mr. PrRoxMIRE], the
-Senator from Michigan [Mr. McNAMARA],
the Senator from New Jersey [Mr.
‘WirLriams], and the Senator fron Penn-
sylvania [Mr, ScorTl.

Mr. President, I do not think there
has been another amendment before the
Senate as controverted as this one—we
have had amendments which have had
practically unanimous votes—which
had as much sponsorship as this par-
ticular solution, which seemed even to
very conservative Senators to be a rea-
sonable effort to meet the exigency posed
for us by the report of the Federal Civil
Rights Commission.

Mr. President, I emphasize that to the
Senate for the reason that this iz the
best we have been able to devise. Mem-
bers of the Senate who favor getting
this job done, when they read the RECOrD
tomorrow, should bear in mind that we
have no other alternative to offer them.
This is it. If they do not approve of this
proposition we cannot offer them any
other alternative except the straight
voting referee plan, and that, in my
view—and I think in the view of all of
us on the civil rights side—is inade-
quate to the purpose. We may have to
take it if even it has any vestige of
effectiveness when we get through with
the legislative process, as the Senator
from Pennsylvania [Mr. CrLark] has
said, but it is inadequate to the broad
purpose of giving an opportunity for
registration to the tens of thousands of
people who for all practical purposes
have been disfranchised.

Mr. President, why is this a conserva-
tive alternative? It is because it turns
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on the fulerum of a decided case. Let
me repeat: It turns upon the fulecrum
of a decided case. It is completely on
the other side of the road from the
registrar proposal, because the registrar
proposal would turn upon an executive
decision by the President. Under the
registrar proposal, if the President de-
cided there was a pattern or practice of
discrimination in a certain area then the
President could appoint the registrar.
Under the amendment offered by the
Senator from Pennsylvania and myself,
if in a case there was evident a pattern
or practice of discrimination there
would result a finding of fact and law
contained in the decision in the court
which would touch off the possibility of
the appointing of a Federal enrollment
officer.

Mr. President, such a case might be
started by the Attorney General him-
self, or it might be started by an indi-
vidual. The Attorney General might
intervene in such a case. Such a case
would be limited to the area in which
the discrimination occurred. In our
opinion, the most convenient area for
the administration of a plan of this kind
is a county or a congressional district.

Mr. President, let me emphasize that
the touchstone of anything to be done
under the amendment we have offered is
a decided case—a decided case which
finds a pattern or practice of the dep-
rivation, on the grounds of race or
color, of the right to register or to vote
in any election for individuals in a cer-
tain community.

Mr, President, if there is such a deci-
sion, then we will have every element of
a judicial finding of fact under which we
will have a right to bring into action the
15th amendment and the idea of appro-
priate legislation under the 15th amend-
ment for the purpose of making it effec-
tive.

This question of constitutionality of
what we are about to do, Mr. President,
it seems to me, is settled beyond per-
adventure of a doubt by the most re-
cently decided case of United States
against Raines, the decision having been
handed down on February 29, 1960. Mr.
President, it seems to me crystal clear
that a quotation from that decision in
the most explicit terms makes constitu-
tional the amendment which we are pro-
posing, when the decision says—and I
quote from page T of the decision:

And as to the application of the statute
called for by the complaint—

That is, the 1957 Civil Rights Act—

whatever precisely may be the reach of the
15th amendment, it is enough to say that the
conduct charged—discrimination by BState
officials, within the course of their official
duties, against the voting rights of U.S. citi-
zens, on grounds of race or color—is cer-
tainly, as “State action” and the clearest
form of it, subject to the ban of that amend-
ment, and that legislation designed to deal
with such discrimination is “appropriate
legislation” under it. It makes no differ-
ence that the discrimination in question, if
Btate action, is also violative of State law.

Then the Court goes on to nail that
down and copper rivet it, to say that one
does not have to even exhaust within the
State all of his administrative remedies.
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“The Court says—and again I quote from

the same page of the opinion:

The argument is that the ultimate voice
of the State has not spoken, since higher
echelons of authority in the State might re-
vise the appellees’ action.

The appellees in this case are the
registrars:

It is, however, established as a funda-
mental proposition that every State official,
high and low, is bound by the 14th and 15th
amendments (see Cooper v. Aaron, 368 U.S.
1, 16-19). We think this Court has already
made it clear that it follows from this that
Congress has the power to provide for the
correction of the constitutional violations of
every such official without regard to the
presence of other authority in the State that
might possibly revise their actions.

Mr, President, it is rare that we get so
clear a declaration from the Supreme
Court of the United States, in the very
essential facts, at the very time of the
debate upon proposed legislation of this
kind, that proposed legislation is consti-
tutional.

I do not think, Mr. President, it can
be seriously argued by anyone, in view of
this decision, whatever may be the opin-
ion of the Attorney General or others,
that what we are seeking to do is any-
thing but absolutely constitutional.

Mr. President, to buttress that prop-
osition, if it needs buttressing—it al-
ready comes from the highest authority
in the land—we have the testimony of
the Attorney General of the United
States before the Committee on Rules
and Administration, February 5, 1960.
The Attorney General said:

The Constitution does not leave the Gov-
ernment established by it powerless to act
effectively to eliminate racial discrimination
in voting. Section 2 of the amendment ex-
pressly confers upon Congress power to en-
force the prohibition against State-supported
racial discrimination in elections of any
kind, both State and Federal.

Mr, President, it seems to me that that
again is exactly to the same effect as the
Raines case decision,

Mr. President, because this, with all of
us, has been a studious labor, a labor in
which we have tried to get the finest
thinking in the United States on this
subject, a group of us went to the trouble
of enlisting the aid of a whole group of
law school professors at Yale Law School
and the Law School of the University of
Pennsylvania. The professors also came
up with the absolute finding of consti-
tutionality of proposed legislation com-
bining, as we are combining in our
amendment, the two ideas of an official
appointed on the executive level and an
official appointed by the court, an offi-
cial referee, both of which are contained
in the amendment.

Mr. President, we make it very clear
that once the finding is made that there
is a pattern or practice of discrimina-
tion on the grounds of race or color, in-
voking thereby the 15th amendment,
there certainly can be no question about
the propriety of that finding made in a
case, and the Congress may adopt an
appropriate remedy applicable to all elec-
tions, State and Federal.

Mr. President, all these law professors
find very clearly that this is an entirely




6264

appropriate remedy; that is, the provi-
sion which we have for the appointment
of an official either by the executive de-
partment or by the court to deal with
this question of regisfration, where, by
color of law, there has been a default on
the part of State officials.

Mr, DIRKSEN rose.

Mr. JAVITS. Mr. President, I yield to
my colleague from Illinois, with the un-
derstanding that I shall not lose my
right to the floor, and I ask unanimous
consent that I may do so.

The PRESIDING OFFICER (Mr. WiL-
11ams of New Jersey in the chair). Is
there objection te the request of the Sen~
ator from New York? The Chair hears
none, and it is so ordered.

Mr. DIRKSEN. Mr. President, will the
Senator yield to me?

Mr. JAVITS. Iyield.

Mr. DIRKSEN. I should like to read
into the REecorp, in connection with the
pending amendment, a letter which I
have received by hand today from the
Aftorney General. The letfer reads as
follows:

OFFICE OF THE ATTORNEY GENERAL,
Washington, D.C., March 22, 1960.
Hon. EvEreETT M. DIRKSEN,
U.S. Senate, Washington, D.C.

Dear SewaTor: You have asked for my
comments upon the Clark-Javits amendment
(3-11-60—B) to section 3 of your amend-
ment (2-24-60—TI) to HR. 8315. Essentlally,
the Clark-Javits amendment would combine
a voting referee proposal with the so-called
enroliment officer procedures proposed by
Senator HENNINGS (3-10-60—F).

Supporters of the Federal enrollment pro-
posal contend that it is a stronger meas-
ure than the administration’s referee pro-
posal. This is not so. As a practical matter,
it would be worthless. It is for that rea-
son that the administration is sirongly
opposed to it.

The defects of the Federal enrollment
peropoaal cannot be avoided simply by addlns
the proposal to the voting referee plan.

Stated very simply, the Federal enrollment
proposal would be totally ineffective, except
in cases of veluntary compliance by State
officials, because it does not provide any
practical method of enforcement.
provide the Negro with an opportunity to

effective way to insure that State officials
will allow the Negro to vote.

It provides that when a State election offi-
cial refuses to honor a Federal enrollment

te and denies the Negro the right
vote, & suit for an injunction may there-
t-lr be started by the Attorney General on
those who have been deprived of
t to vote. Such equitable relief
of no value, because by the time
lawsuit was concluded the election would
be over.

The act by the State officlals of refusing
to honor a certificate of the enrollment officer
would not subject them to actions for con-
tempt of court, for they would not have
disobeyed an outstanding injunction.

Nor does the fact that the officials would

ggas
Eée: :

into the Federal enrollment proposal, be-
cause, as I have stated on many occasions,
criminal remedies in this fleld are of little
or no value.

By way of contrast, under the voting ref-
eree proposal, there would be an outstand-
ing court order requiring State officials to
permit Negroes named in the order to vote.
Any failure to comply with this order would
permit the court to proceed immediately to
hold them in contempt and impose a sen-
tence of 45 days in jail or $1,000 fine,
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I should ke to use this epportunity again
fo emphasize that it is not enough, as the
authors of the Clark-Javits amendment ap-
parently believe, to pass a bill that simply
assures Negroes of the right to register.

In an apparent fallure to appreciate this
simple truth, the authors of the Clark-Javits
amendment would also emasculate the voting
referee proposal.

I would particularly call attention to sub-
section (b)(2), page 8, of the Clark-Javits
amendment, which provides that an order
declaring an applicant qualified to vote “shall
become effective 20 days after the issuance
of such erder and notice thereof to the Gov=-
ernor of the State, unless any person named
therein shall have been registered by appro-
priate State officlals in the intervening pe-
riod, in which case the order may be vacated
on application duly made as fo the registra-
tion of such person.”

Such a provision emasculates the voting
referee proposal and would make a farce of
any bill which included it. In practice, it
would mean that after a Negro has applied
to the Federal court and has proven his quali-
fications before the judge or a referee and the
court has issued an order certifying him as
qualified to vote, a State official could com-
pletely wipe out the binding effect of that
court order simply by placing the Negro's
name in a registration book. Once this was
done, and the court order was vacated, State
election officials would bhe under absolutely
no compulsion from Federal process to per-
mit the Negro to vote. It is the right to
vote, and not merely the right to register,
that the 156th amendment of the Constitu-
tion guarantees to the Negro eitizen.

To summarize, then, the Clark-Javits pro-
posal suffers from a fatal illness—it cannot
be enforced. It is simply an enrollment
scheme providing no guarantees that the
Negro will be permitted to vote not now con-
tained in the Constitution and present laws.
If added to the voting referee proposal of
the administration, it would not only clutter
it up with worthless provisions, but would
seriously weaken it.

With kind regards,

Sincerely,
Wirrtam P. ROGERS,
Attorney General.

I think it can be taken from that that
the Attorney General believes that the
proposal now before us would not only be
worthless in some respects, but would,
in effect, weaken the so-called referee
proposal with which we have been deal-
ing, and which has been approved by the
House of Representatives.

I thought, in fairness to my distin-
guished friend from New York and my
very esteemed compatriot from Pennsyl-
vania, that this letter should be read into
the Recorp at an early time in the pro-
ceedings today, so that the letter may be
available.

Having now deposited it on the desk
for the purposes of the Recorp, I have
made it subject to examination by any
Senator who cares to look at it.

Mr. CLARK. Mr. President, will the
Senator yield for a brief comment?

Mr. JAVITS. Iyield.

Mr. CLAREK. I promise not to tear it
up after it reaches the desk. [Laughter.]

Mr. DIRKSEN. Mr, President, I think
the Attorney General makes it abun-
dantly clear that he has no high esti-
mate of the amendment which is pend-
ing; so I earnestly hope, as I have stated
heretofore, with my fondest respect for
the authors, that when tomorrow we
finally get around to disposing of this
amendment by way of a vote on a motion
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to table which I shall make, the motion
to table will be favorably considered by
the Senate.

Mr. JAVITS. Mr. President, I am very
grateful to my colleague from Illinois for
giving us notice of the opposition of the
Attorney General to this proposal, of
which we were well aware.

I should like to state also that I think
the words used by the Attorney General
could be reversed. He calls this proposal
worthless and ineffective. I say, with all
respeet, that I must reject the words
“worthless” and “ineffective” used in the
opinion, because it fails to take account
of the language of our amendment, and
it fails to take account of the fact that
we have added a revision to our amend-
ment which is contained in the House
bill, and which provides exactly for the
contingencies of delay in the event that
an application is filed in respect of an
election so that the applicant may vote
in that election. This particular amend-
ment occurs at page 6, line 16, of our
amendment, and, as I say, carries over
a provision whiech is now incorporated in
the referee plan in the House bill. It
reads as follows:

(10) Applications pursuant to this subsec~
tion shall be determined expeditiously. In
the case of any application filed twenty or
more days prior to an election which is un-
determined by the time of such election, the
court shall issue an order authorizing the
applicant to vote provisionally. In the case
of an application flled within twenty days
prior to an election, the court, in its discre-
tion, may make such an order. In either
case, the order shall make appropriate pro-
vision for the impounding of the applicant’s
ballot pending determination of the appli-
cation. The court may take any other ac-
tion, and may authorize such referee or such
other person as it may designate to carry
out the provisions of this subsection and to
enforce its decrees. This subsection shall in
no way be construed as a limitation upon
the existing powers of the court.

So that we give the court full power to
act. I believe thaf the Attorney General
and the Senator from Pennsylvania and
I, as lawyers, and all our other col-
leagues, feel that there is ground here
for a legitimate difference of opinion.
We also feel that does not necessarily
invalidate what we are trying to do. I
depends on what is contained in the
amendment, and what the text of it may
mean.

As to the first point which is made,
and which I believe is very important,
let us remember that what we are doing
is merely carrying over the Attorney
General’'s own previous amendment for
the appointment of referees. All we
have done is added to it a part which
the Attormey General apparently finds
objectionable. All we have done is given
the State an opportunity to repair what
the court finds to be in dereliction, and
that provision seems to be a very attrac-
tive provision in the opinion of other
Senators, in that it gives the State an
opportunity to repair what is eontained
in the decree of the court. At the same
time we give an opportunity, under the
amendment which I have read, to make
sure that no such aection will frustrate
the will of the court.

I am grateful to the Senator from Il-

linois for giving us an opportunity to
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answer the Attorney General, and what
we say is not said out of disrespect to
him, because he is a lawyer and he is en-
titled to his opinion, as we are also; but
as to the objection of the Attorney Gen-
eral, to our amendment under which we
give the State an opportunity to purge
itself of the power of the injunction.

We have made it possible for State
officials to purge themselves by register-
ing the persons applying. If the court
has any reason to doubt the good faith
of the efforts being made in this situa-
tion—and this is the same court which
has issued the injunction in the first
place—if the court has reason to doubt
the good faith of these officials in regis-
tering the people, the court is not
obliged to vacate the injunction.

We believe that every effort should be
made to give these officials the oppor-
tunity to purge themselves. That is
why we have drawn this provision re-
garding the good faith of the State,
unless the court has reason to suspect
that it will not act, and in that case
the court has authority to refuse to
vacate the injunetion.

Mr. CLARK. Mr. President, will the
Senator yield?

Mr. JAVITS. I yield.

Mr. CLARE. Of course we will an-
swer the Attorney General’s letter at
much greater length after we have had
an opportunity to study it. Now we
are really stating what amounts to a
curbstone opinion on the letter, with-
out having an opportunity to study it at
length, We have only heard it read
once. I should like to call the attention
of my friend from New York to what &p-
pears to be the major point which the
Attorney General has made in his letter.
The Attorney General speaks abol t the
turning back of the registered voter at
the polling place after he has been
registered by an enrollment officer, and
he makes the point that this would not
constitute contempt of court. I would
like to point out that at this point there
would have already been a court finding
of a pattern of discrimination, issued
after full adversary proceedings. The
Attorney General says that contempt
proceedings would not be applicable; that
all that could be done would be to start an
injunction suit, which would not be de-
termined until after the election. I dis-
agree with that point of the Attorney
General.

I wonder if my friend does not agree
with me that what would be done if this
amendment were enacted is what is
done now in every State under the elec-
tion laws of the various States, which
is that when a person is challenged at
the polls, he has the right to go to the
election court and get a temporary re-
straining order enforcing his right to
vote, and that such an order would per-
mit him to cast his ballot provisionally.

Mr. JAVITS. I thoroughly agree with
my friend from Pennsylvania. In other
words, we would be giving that person
exactly the same opportunity and the
same safeguard which the law allows
now.

Mr. CLARE. I think that disposes of
the main objection of the Attorney Gen-
eral, which I personally find groundless.
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I agree that the Attorney General is en-
titled to his opinion. In this instance,
however, I do not believe it is a very
good opinion. I wonder if my friend
would not agree that since provisional
voting would be permitted, the primary
objection of the Attorney General to the
enrollment officer procedure falls,

Mr. JAVITS. I think so. I would also
point out to my colleague the point
which he has already noted himself, that
a person who is enrolled is permitted
to cast his vote subject to challenge.

Mr. CLARK. A temporary restraining
order could easily be issued.

Mr., JAVITS. Yes. I would also point
out, with respect to the Federal enroll-
ment provision, that a person in charge
of the voting booth would risk running
afoul of a criminal provision if he denied
the opportunity afforded by this pro-
vision.

Mr. CLARK. I thank the Senator.

Mr. JAVITS. It seems to me that
what we have before us is the fact that
the Attorney General has stated his po-
sition, and that perhaps we should be
afforded the opportunity to make more
deliberate reply to it. I agree with my
colleague from Pennsylvania that we
should do more than just hear the letter
read; that we should answer it. How-
ever, I must say that I was acquainted
with the points the Attorney General
makes in his argument, as they had been
made to me before.

But I think it is very clear that the
Attorney General believes that the best
plan is the voting referee plan. What I
fail to understand is why a greater op-
portunity than is afforded by the Attor-
ney General's referee plan would not be
equally satisfactory to those who favor
providing the voting rights to which the
people are entitled. In other words,
what is wrong with having two strings
to the bow, instead of one string, espe-
cially when we are dealing with such
vast numbers as we are dealing with
here? The essential argument for the
Federal enrollment officer aspect of our
amendment is that we are dealing in
such large numbers. To keep abreast
of that situation, once we open the gates
to enrollment and voting by the thou-
sands of people who have been denied,
we must establish a more comprehen-
sive approach, It will be necessary to
have more of these officers than can be
contemplated in the court proceeding
through the appointment of a court
referee.

One other argument appeals to me
in this matter, which I believe is very
important. If we all agree that what
we are seeking is to provide the right to
vote, and if there seems to be a very
broad unanimity of feeling on that sub-
ject, why do we continue to lay this
matter solely upon the courts? Why is
the executive department, under a man-
date of the legislative department, also
not brought into this situation? In
short, is it fair simply to say that the
judiciary is to carry, as it has in the
matter of school desegregation, the
whole responsibility and the whole ad-
ministration of the act? Many persons,
indeed, argue that either limitations will
be imposed in terms of very few cases
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and very few people affected by the
enrollment, or the whole judicial system
will break down, so large are the numbers
involved.

As a sheer administrative matter, it is
necessary to provide another way in
which to act, so that the courts will not
be absolutely loaded down with cases.

So we have come to the conclusion
that the right plan is, for the generality
of cases, to appoint a Federal enrollment
officer where the hard-core resistance of
a group of State officials is not involved.
But where a brick wall is encountered,
the referee procedure would be applied, a
procedure which is related to the con-
tempt power of the courts. In that way,
the entire judicial machinery will be
relieved of a tremendous burden, if the
cases are really in the numbers they
ought to be, considering the discrimina-
tion which has been practiced. On the
other hand, we make it certain that for
the hard-core cases there are voting
referee provisions.

It seems to me that this is adapting a
remedy to a difficulty and to the prac-
ticalities of a situation far better than
the referee proposal standing by itself.

Rather than having weakened the At-
torney General's referee plan, I think
we have strengthened the whole pro-
posal in terms of providing the maximum
opportunity for voting to those who have
been diseriminated against in such large
numbers—in the thousands. We have
done so by providing an administrative
procedure and an administrative of-
ficial appointed by the President, operat-
ing in such a way as not to burden the
courts. This will be of enormous help
in disposing of the multiplicity of cases
in which discrimination is involved. We
have done so by providing for provisional
voting, but giving the State an opportu-
nity—and it may be vital in some cases—
to purge itself of what the injunction
provides, if the State shows the desire
and the capability, in the eyes of the
court, to do what the court requires by
its injunction.

Finally, we have eliminated the re-
dundant requirement for an individual
applicant to go back again to the very
registrar or registrars, who are not
there, or who have discriminated against
him, which g a feature of the referee
plan of the Attorney General. That is
completely unnecessary, once the court
has found a pattern or practice of dis=-
crimination, because many persons will
not go back, for fear of reprisals, wheth-
er economiec or social.

Equity says that when an act is de=-
monstrably futile, it need not be per=-
formed again; as, for example, where a
demand is demonstrably futile, it need
not be repeated. Certainly a finding of
a pattern or practice of a denial of a
right to register and to vote would dem-
onstrate that a new individual demand
for the right to vote would be futile.

For all these reasons, I believe the
Senator from Pennsylvania [Mr. CLARK]
and I and our colleagues have presented
to the Senate a reasonable—indeed, a
moderate—model of the right way in
which to eope with the practical as well
as the legal aspects of a very major prob-
lem of our time.
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I would be less than true to my own
conscience if I did not repeat what I
said earlier: That the matter of dis-
crimination in the field of voting, and
in other fields, too—but certainly in the
field of voting—beyond any question is
absolutely intolerable in the face of our
domestic situation and in the face of the
world situation, as is evidenced by what
is happening in the Union of South
Afriea, which is an evidence of the deep
stirring which is taking place in the
world.

It is up to us, not to find paliative
remedies or the easiest remedies; it is up
to us to find remedies appropriate to
the situation. That is what I believe
our amendment offers to the Senate.

Mr. ROBERTSON. Mr. President, the
debate on several voting rights amend-
ments fully illustrates the position many
of us have taken upon the matter for
the past month, namely, that the Sen-
ate should never undertake to write on
the floor of the Senate a complicated
and technical bill without the benefit of
public hearings and without the benefit
of a committee report. It has been diffi-
cult for Senators to know what was in
a given amendment when it was called
up for discussion.

For instance, last week the Clark
amendment, to amend section 3 of the
Dirksen bill, was called up. That
amendment was debated for a day, and
then it was withdrawn. The Douglas
amendment was called up before any of
us could even find out the difference be-
tween the Clark amendment and the
Douglas amendment, After a day or
more of debate, the Douglas amendment
was laid on the table.

Last Friday, the distinguished senior
Senator from New ¥York [Mr. Javrrsl
said he would call up, on yesterday, his
amendment. It furned out that the
Clark amendment, which was designated
“3-11-60—B,” and the Javits amend-
ment, which is designated “3-18-60—B,”
were the same. But it took a good deal
of study to find that cut. ¥Yet before
we started debate on the Javits amend-
ment, we found that it had again been
changed, fo include a section which the
Senator from New York mentioned just
before he concluded. So the amend-
ment now contains a provision con-
cerning provisional voting, a provision
whieh has been so vigorously criticized
on the House side.

It is in the same language as will be
contained in the House bill.

The junior Senator from Virginia could
find nowhere in his vocabulary language
‘stronger than that used by the Attorney
General of the United States in con-
demning the pending voting amend-
ment—the Javits amendment, He said,
as I understood the letter recently read
by the distinguished minority leader [Mr.
DrresEx}, that the amendment was
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guished colleagues. Needless o say, he
agrees very fully with the Attorney Gen-
eral that it is not & good amendment.
But he also feels that the substitute
proposed by the Attorney General is not
a good amendment, either. Both
amendments are unconstitutional.

This all illustrates, Mr. President, the
difficulty we have been encountering ever
since the debate started on February 15
to ascertain exactly what was before us
for action, and the necessity for having
the benefit of an analysis of the meaning
of the language and the benefit of a well
considered report by a committee of
competent lawyers, such as those who
serve on the Committee on the Judiciary,
which is where these bills should proper-
Iy be handled and reported in due time,
after hearings, to the Senate.

But instead of that, we are confronted
with bills and measures which are so
voluminous that they have been referred
to by their weight—as weighing between
5 pounds and 6 pounds—rather than by
their titles; and as soon as we try to
analyze one amendment or one bill,
then—as has been shown in regard to
the voting-procedure amendment—we
are confronted with a new amendment.

The new Javits amendment, which is
labeled “3-18-60-B,” as amended on
March 21, 1960—yesterday—would
amend section 3 of the Dirksen substi-
tute. Section 3 of the Dirksen substi-
tue now requires the retention of voting
records for 3 years. This provision
would be retained in the Javits amend-
ment; and to it would be added a court
registration procedure, a voting referee
procedure somewhat like the proposal of
the Attorney General, and a voting regis-
trar procedure based upon the proposal
of the Civil Rights Commission, making
use of what would be called Federal en~
rollment officers. In addition, the use
of registrars would be required, although
the Senator from Missouri [Mr. Hen-
winGs] says the use of registrars would
be unconstitutional, and he says he eould
not accept such & provision; and the
Attorney General said that the use of
registrars would be unconstitutional, and
said they would be worthless, and that
such a provision would suffer from a
fatal defect.

Mr. CLAREK. Mr. President, will the
Senator from Virginia yield for a brief
question?

Mr. ROBERTSON. First, I should
like to finish my sentence.

Mr. CLARK. Certainly; I thought the
Senator had done so.

Mr. ROBERTSON. No. The sen-
tence is a little long, but it leads up to
the fact that the amendment—which
we are now debating—the amendment of
the senior Senator from Pennsylvania—
embodies what the Attorney General
said is no good and is wnconstitutional.
It embodies a part of the proposal of the
Attorney General, but the Attorney Gen-
eral said it does so in a way that nullifies
it; and, in addition, it still leaves in the
Dirksen bill all of section 7, which is the
proposal of the Attorney General,

Mr. CLARE. Mr. President, will the
Senator from Virginia yleld?

The PRESIDING OFFICER (Mr. Wiz~
rrams of New Jersey in the chair). Does
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the Senator from Virginia yield to the
Senator from Pennsylvania?

Mr. ROBERTSON. I yield now.

Mr. CLARK. I was inferested in the
sotto voce remark which my goed friend,
the Senator from Alabama, relayed to my
equally good friend, the Senator from
Virginia, namely, that the Attorney Gen-
eral had said the enrollment proeedure
here proposed was unconstitutional, I
wonder where and when he said so, be-
eause I have before me his letter, and in
reading it quiekly I do not find in it any
claim by him thaf this propesal is un-
constitutional, nor do I recall that at any
time prior to writing this letter the At-
torney General said that any provision
of the Clark-Javits amendment was un-
constitutional. I wonder when the Af-
torney General said it was unconstitu-
tional,

Mr. ROBERTSON. I was mentioning
the various registrar provisions which
were before the Committee on Rules and
Administration. When the Attorney
General testified on the last day—mind
you—his bill had not even been intro-
duced; it was not introduced until a week
Iater. Think of that. Yet it is what is
claimed to be the heart of this proposed
legislation, as presented by the Attorney
General. On the last day of the hearing
he said that all those registrar bills or
amendments were of doubtful constitu-
tionality.

Does the Senator from Pennsylvania
want me to take time to read the exact
language which appears in the hearings,
or does the Senator challenge my state-
ment that the Aftorney General said
that?

Mr. CLARE. I do not challenge the
Senator's statement that the Attorney
General made a passing reference to the
possible unconstitutionality of registrar
proposals; but I do state that I do not
believe the Attorney General ever ex-
pressed a definite opinion that they were
unconstitutional. If seems to me fo be
clear, beyond peradventure of doubt,
that they are not unconstitutional, and
that, instead, they are perfectly consti-
tutional.

If the Senator from Virginia, wishes to
sustain the suggestion of the Attormey
General, I shall be happy to hear him

argue it. But I do not understand how

any lawyer who has praeticed in the
courts or argued appeals could assert
that there is anything uneonstitutional
about the registrar proposal.

Mr. ROBERTSON. The Attorney
General said they were of doubtful con~-
stitutionality—which was diplomatic
language on his part, because some of
them had Republican sponsors. That
statement by him means—to me—that
if I were called on, as Attorney General,
to enforce them, I would feel that I
would Iose ouf before I even got started.
And the Aftorney General asked that
they be thrown aside, and that what he
proposed be considered instead.

Mr. President, I had planned to read
extensively from the testimony I gave
before the Commiftee on Rules and Ad-
ministration, before the time when the
Attwnes Genexal testified there. But

haur iz late, and I do not now ex-
ect to do so. However, I shall turn
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that testimony over to my colleague, the
Senator from Alabama [Mr. HiLL]; and
I have marked a section where the At-
torney General condemned the regis-
trar provisions or proposals. Evidently
the Senator from Pennsylvania is not
too familiar with that testimony. So,
for his benefit, we shall read it to him,
from the record. However, it is rather
difficult in a minute’s time to put one'’s
finger on the exact point, page after
page.

Mr. CLARE. Mr, President, will the
Senator from Virginia yield further?

Mr. ROBERTSON. I yield.

Mr. CLARK. I am reasonably famil-
iar with what the Attorney General
said. I am in disagreement with his
suggestion that any registrar proposal is
unconstitutional; and nothing which
could be found in the testimony, which
I would be happy to listen to the Sena-
tor from Virginia read, would make me
think any better than I now think of
the opinion of the Attorney General.

Does the Senator from Virginia re-
gard the Attorney General of the United
States as a.great constitutional lawyer
whose opinions are entitled to be re-
garded by Senators as convineing?

Mr. ROBERTSON. If the Senator
from Pennsylvania will do me the honor
of remaining here and listening to the
remainder of my speech and will listen
to the criticism of the legality of the pro-
posal of the Attorney General, the Sena-
tor will find his answer.

Mr. CLARK. It will be my privilege
to do so, Mr. President.

Mr. ROBERTSON. Mr. President, in-
asmuch as I have had a brief interchange
with one of the sponsors of the amend-
ment, I wish to call his attention to the
following in the amendment:

The refusal——

Mr. CLARK. Will the Senator from
Virginia identify the point in the amend-
ment?

Mr. ROBERTSON. Yes; it is on page
4,in line 3:

The refusal by any such officer with knowl-
edge of such order to permit any person so
declared qualified to vote, to vote at an ap-
propriate election shall constitute contempt
of court.

That will be criminal contempt, will it?

Mr. CLARK. I think it would also be
civil contempt. That would depend upon
the circumstances.

Mr, ROBERTSON. Well, it would be
contempt of court.

Let me ask the Senator from Pennsyl-
vania whether such a person would have
a jury trial?

Mr. CLARK. As the Senator from
Virginia well knows, such a person would
have a jury trial to the extent that he
would be entitled to have one under the
Civil Rights Act of 1957, but not other-

wise.

Mr. ROBERTSON. Where is that set
forth in the bill?

Mr, CLARK. I think that is in exist-
ing law, and it needs no additional no-
tation.

Mr, ROBERTSON, Mr, President, I
wish to point out that such a person will
not get a jury trial. This measure states

that he will not get a jury trial. But
the sponsor of this measure himself does
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not know that his own amendment pro-
vides that such a person will not get a
jury trial. That situation is indicative
of the kind of proposal we are asked to
accept.

Let the Senator turn to page 9. He
will not find there that such a person
will get a jury trial, because that part of
the amendment relates the contempt
penalty back to the 1957 act, which
denies such a person a jury trial if the
fine is not over $300 or if the punishment
is not more than 45 days in jail.

Mr., CLARK. Mr, President, will the
Senator from Virginia yield?

Mr. ROBERTSON. I yield.

Mr. CLARK. The provision to which
the Senator from Virginia has referred
on page 9 occurs in the section of the
amendment which deals with the ap-
pointment of Federal enrollment officers,
and is entirely independent of, and has
no reference to, the provision on page 4.

Mr. ROBERTSON, I am sorry; I had
something else in mind at the moment.
It is on page 11, in line 4.

Mr. CLARK. If the Senator refers to
page 11, line 4, I am afraid I do not
understand what his point is. I do not
believe the matter there is pertinent to
what we are discussing, Perhaps I am
looking at the wrong place.

Mr. ROBERTSON. That is the trou-
ble. If the patron of the proposal does
not understand it, how does he expect
the Senate to approve it? But I will
point it out to the Senator. On page 11,
line 4, we find this:

Any proceeding brought under the provi-
sions of this section shall be subject to the
p;or;sﬁl?ns of part V of the Civil Rights Act
0O .

That is the part which denies the jury
trial. That is where it is unconstitu-
tional.

Mr, CLARK. Mr, President, will the
Senator yield?

Mr. ROBERTSON. Yes.

Mr. CLARE. The Senator was read-
ing from page 11, lines 8 to 10, which
was why I did not follow him. I am
quite content to stand on the sentence he
has read. I think it is quite appropriate
and all right.

Mr. ROBERTSON. It is appropriate,
but I am showing how difficult it is for
anybody to understand what we are
actually considering here.

Here on page 4, a certain action is, of
itself, made subject to contempt. A per-
son could have a civil action. But what
we are contemplating here is criminal
contempt and criminal punishment,
That is not found until we get over to
page 11. That is where a jury trial is
denied. That is the reason why the
Senator from Virginia spent 4142 hours
on February 28 discussing why the At-
torney General’s proposal is unconstitu-
tional in many respects. One of them is
that a person is denied the right of trial
by jury in criminal contempt proceed-
ings.

Mr. CLARK. Mr. President, will the
Senator yield further for one final obser-
vation? Then I shall not detain him
further.

Mr. ROBERTSON. 1yield.

Mr. CLAREK. I poinft out again that
the provisions on page 11, to which my
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good friend has referred, deal with the
Federal enrollment officer section of the
amendment and have no bearing on the
provisions of page 4, which deal with an
entirely different procedure, having to
do with voting referees. Therefore, I
suggest again to my friend that his
reference is not pertinent. I thank him
for yielding.

Mr. ROBERTSON. Mr. President, we
do not get very far when we cannot
agree what the facts in the bill are. The
section in lines 4 to 6 on page 11 relates
to the previous provisions, and it in-
cludes the provision on page 4. There-
fore, I say it relates back to the act of
1957; and in the act of 1957 a jury trial
is denied in criminal contempt cases if
the fine is less than $300 or the penalty
is less than a certain type.

Mr. President, since my interchange
with the distinguished Senator from
Pennsylvania, my attention has been
called to the fact that I have been quot-
ing from the Javits-Clark amendment
of March 18 to H.R, 8315, Calendar No.
924; but, confusion worse confounded,
they submitted another one on March
21, with which the Senator from Vir-
ginia has not caught up, When the
Senator from Virginia quoted from the
amendment of March 18, it was a differ-
ent line and page number from the
one from which the Senator from Penn-
sylvania was reading, and therefore we
could not get together on what the
effects in the amendment were, because
the Senator from Virginia was quoting
from the amendment of March 18.

The amendment of March 18 was the
same as the amendment of the Senator
from Pennsylvania of the 11th, subject
to the change on the 21st, and in the
meantime we had an amendment by the
Senator from Illinois [Mr, Dovcrasl.

In the opinion of the Senator from
Virginia, about all that most of the
Senators will know about the pending
amendment will be the letter written by
the Attorney General, and put in the
Recorp today, stating that the amend-
ment is worthless, has a fatal illness, and
will do more damage than good. That
is the essence of what they will know
about the amendment.

Mr, CLARK. Mr, President, will the
Senator yieli?

Mr. ROBERTSON. I yield.

Mr. CLARK. In a most friendly
spirit, I should like to point out to my
good friend from Virginia that, in rela-
tion to the language respecting the pro-
vision under consideration between him
and me, the only changes made between
the 18th of March and the 21st of March
were in two matters which do not affect
the discussion between us.

If the Senator will read the amend-
ment going back to the 11th of March,
he will find in this respect the language
was identical in both the 18th and the
21st drafts.

Mr. ROBERTSON, The Senator from
Virginia had a mimeographed copy of
the changes made in the Javits amend-
ment, which he thought included all
the changes made. The Senator from
Virginia did not know the amendment
had been reprinted and renumbered.
Hence, the Senator from Virginia quoted
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from the copy which he thought was
the only copy to identify the references.

Mr. President, the new Javits amend-
ment, the Javits amendment labeled
“3-18-60—B,” as amended on March
21, 1960, would amend section 3 of the
Dirksen substitute. Section 3 of the
Dirksen substitute now requires reten-
tion of voting records for 3 years. This
provision would be retained in the
Javits amendment, and to it would be
added a court registration procedure, a
voting referee procedure somewhat like
the Attorney General’s proposal, and a
voting registrar procedure based upon
the proposal of the Civil Rights Com-
mission, making use of what would be
called Federal enroliment officers.

The registration procedures in the
Javits amendment appear to be based
primarily upon the 15th amendment.

AMENDMENT XV

Secrion 1. The right of citizens of the
United States to vote shall not be denied
or abridged by the United States or by any
State on account of race, color, or previous
condition of servitude.

Sec. 2. The Congress shall have power to
enforce this article by appropriate legisla-
tion.

In each of these procedures, the ini-
tial finding would be that “under color
of law or by State action any person or
persons have been deprived on account
of race or color of the right to register
or to vote at any election.” The next
step would be a finding that “such
deprivation is pursuant to a pattern or
practice.”

The only further proof which need be
made in any of the three procedures
established by the Javits amendment is
that the applicant is of the same race
or color as that involved in such depri-
vation, and that he is qualified under
State law to vote.

Under the Javits amendment, it is not
necessary for each individual applicant
to show, or for the court, voting referee,
or Federal enrollment officer to find, in
each case that the applicant himself was
deprived of rights under the 15th
amendment. In other words, there is no
need of proof or finding that the appli-
cant himself has been or might be de-
prived of his rights under the 15th
amendment. .

Under the Javits amendment, it would
make no difference if evidence were pre-
sented to the court to show that the ap-
plicant himself was not deprived of any
rights under the 15th amendment. If,
for instance, he had never applied to
register or to vote, or if he had applied
and had been turned down only because
he was too young to vote, this would be
immaterial. Evidence to this effect or
a finding to this effect would make no
difference.

This is what is meant by an irrebutt-
able presumption. It changes a pre-
sumption of fact, a shifting of the bur-
den of evidence, into a rule of law where
the legislative finding that the world is
flat makes irrelevant and immaterial
testimony to the effect that the world is
round.

The proceeding qualifying the indi-
vidual applicant to register or to vote is
based upon the 15th amendment only
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through the use of the irrebuttable or
conclusive presumgtion that because one
or more violations of the 15th amend-
ment have occurred in an area with re-
spect to persons of a particular color or
race, and this was pursuant to a pattern
or practice, then all persons of the same
color or the same race have been or
would be deprived of the right to vote in
violation of the 15th amendment.

The need for proof of violations of the
15th amendment with respect to the in-
dividual voter, the need for individual
findings with respect to the individual
voter or, on the other hand, the use of a
conclusive or an irrebuttable presump-
tion to supply this proof of violation of
the 15th amendment with respect to the
individual voter, has been the subject of
much discussion, and I should like to take
it up first. 3

Mr. President, the Washington Post
and Times Herald in its lead editorial
last Friday on the subject of “Referees
versus Registrars,” makes the follow-
ing statement:

Could not the two proposals—the referee
and registrar proposals—be combined so as
to continue the referee concept, but to in-
struct referees to enroll applicants without
the rigmarole of individual findings when
a pattern of discrimination has been found?
Some such procedure would make the plan
a lot more palatable to those whose concern
is the extension of voting rights o all quali-
;1&;:1 citizens with the least litigation or

elay,

The writer of this editorial either is
not aware of the reason for “the rig-
marole of individual findings,” or he
does not attribute any importance to the
reason. I should like to try to spell
out again for the benefit of Senators
who might be misled by this editorial
the reason for and the need for individ-
ual findings showing a violation of the
15th amendment with respect to each
would-be voter whom the referee might
be asked to register.

The reason is simple. Individual
findings with respect to individual
voters are needed in order to make the
proceeding constitutional. They are
needed first in order to satisfy the re-
quirement of article ITI of the Constitu-
tion that Federal courts handle only
judicial proceedings. Second, they are
needed in order to satisfy the constitu-
tional requirement that a proceeding
based on the 15th amendment is, in
fact, based on the 15th amendment and
not on an irrebuttable presumption
which may or may not bear any relation
to the facts. Third, they are needed in
order to satisfy the fundamental re-
quirement of due process, that a State
election official or other officer who is
being charged with discrimination
under the 15th amendment against a
particular individual be given a chance
to tell his side of the story.

One whose sole interest is the least
litigation and delay, one whose sole in-

‘terest is in speedy conviction of every

accused, naturally finds the procedural
requirements of the Bill of Rights a real
handicap. The requirement of indict-
ment by a grand jury delays proceed-
ings, and sometimes grand juries will
not indiet. The requirement of trial by
jury also delays proceedings, and some-

March 22

times petit juries will not eonvict. The
requirement that a defendant be per-
mitted to have counsel delays proceed-
ings, because sometimes defendants’
lawyers raise legal or constitutional
questions on behalf of their clients. And
again the requirement that a defendant
be authorized to call witnesses may de-
lay proceedings.

But these procedural rights are fun-
damental to the basic idea of judicial
proceedings and due process. If the
referees are to be placed in the judi-
cial branch, which was created under
the Constitution to exercise the Govern-
ment’s “judicial power” in “cases and
controversies,” then we must not aban-
don judicial procedures and due process
in the sole interest of speed.

A particularly vicious aspect of the
referee proposal, which I am surprised
that the writer of the Post editorial has
not appreciated, is the conclusive and
irrebuttable presumption on which the
administration proposal is based. The
administration proposal as set out in
the Dirksen substitute, starts with a
deprivation of voting rights on account
of race or color, in violation of the 15th
amendment, with respect to one or more
persons—and note that the proposal
says a violation with respect to one per-
son is sufficient—combined with a “pat-
tern or practice.”

On the basis of these findings, a con-
clusive or irrebuttable presumption is
made that every person of the same race
or of the same color in the area has
been deprived of his rights under the
15th amendment. The revised adminis-
tration proposal, the proposal of the
Senator from New York [Mr. KEATING]
marked *“3-2-60—A” would require the
applicant to show that he had been
denied the opportunity to register or
qualify to vote or had been found not
qualified to vote, and the conclusive or
irrebuttable presumption would supply
proof of the fact that the reason for this
deprivation or finding of lack of quali-
fication was his race or color. The
Javits proposal omits any finding of
denial or refusal to register by a State
official. The Javits amendment, “3-18-
60—B,” would use a conclusion or ir-
rebuttable presumption, based upon one
violation of the 15th amendment on ac-
count of race or color, and a finding of
pattern or practice, to supply proof that
there would have been a violation if an
applicant of the same race or color had
applied.

In McFarland v. American Sugar Re-
fining Company (241 U.S. 79 (1916)),
the Supreme Court considered a rebut-
table presumption that a person sys-
tematically paying less for sugar in
Louisiana than he pays in another State
is a party to a monoply or conspiracy in
restraint of trade. The court held that
this presumption violated the equal pro-
tection and due process provisions of the
14th amendment. In his opinion Mr.
Justice Oliver Wendell Holmes made the
following statement:

As to the presumptions, of cours: the legis-
lature may go a good way in raising one
or in changing the burden of proof, but there
are limits. It is “essential that there shall
be some rational connection between the fact
proved and the ultimate fact presumed, and
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that the inference of one fact from proof
of another shall not be so unreasonable as
to be a purely arbitrary mandate” (Mobile,
Jackson & Kansas City R.R. v. Turnipseed,
219 U.S. 85, 43. The presumption created
here has no relation in experience to general
facts (241 US. 79 (1918)).

And again in Manley v. Georgia (279
U.S. 1 (1929)), the court considered a
Georgia statute which provided that
every insolvency of a bank shall be
deemed fraudulent and the president
and directors shall be punished unless
they rebut the presumption of fraud by
a showing of care and diligence. In its
opinion the court made the following
statement:

State legislation declaring that proof of
one fact or a group of facts shall constitute
prima facie evidence of the main or ultimate
fact in issue is valid if there is a rational
connection between what is proved and what
is to be inferred. If the presumption is not
unreasonable and is not made conclusive of
the rights of the person against whom
ralsed, it does not constitute a denial of due
process of law—Mobile, J. & K. C. R. R. v.
Turnipseed (219 U.S. 35, 43). A prima facie
presumption casts upon the person against
whom it is applied the duty of going for-
ward with his evidence on the particular
point to which the presumption relates. A
statute creating a presumption that is arbi-
trary or that operates to deny a fair oppor-
tunity to repeal it violates the due process
clause of the 14th amendment. Bailey v.
Alabama (2190 U.S. 219, 233, et seq.). Mere
legislative fiat may not take the place of fact
in the determination of issues involving life,
liberty, or property. “* * * if is not within
the province of a legislature to declare an In-
dividual guilty or presumptively gullty of a
crime”—McFarland v. American Sugar Co.
(241 U.8.79,86).

In Heiner v. Donnan (285 U.S. 328
(1932) ), where presumptions concerning
gift taxes were under consideration, the
court said:

A rebuttable presumption clearly is a rule
of evidence which has the effect of shifting
the burden of proof (Mobile, J. & K. C. R.
Co. v. Turnipseed, 219 U.S. 35, 43); and it is
hard to see how a statutory rebuttable pre-
sumption is turned from a rule of evidence
into a rule of substantive law as the result
of a later statute making it conclusive. In
both cases it is a substitute for proof; in the
one open to challenge and disproof, and in
the other conclusive. However, whether the
latter presumption be treated as a rule of
evidence or of substantive law, it consti-
tutes an attempt, by legislative fiat, to enact
into existence a fact which here does not,
and cannot be made to, exist in actuality,
and the result is the same, unless we are
ready to overrule the Schlesinger case, as we
are not; for that case dealt with a conclusive
presumption, and the court held it invalid
without regard to the question of its techni-
cal characterization. This court has held
more than once that a statute creating a pre-
sumption which operates to deny a fair op-
portunity to rebut it violates the due process
clause of the 14th amendment. For example,
Bailey v. Alabama (219 U.S. 219, 238, et seq.);
Manley v, Georgia (279 US, 1, 5-6). “It is
apparent,” this court said in the Baliley case
(p. 239) “that a constitutional prohibition
cannot be transgressed indirectly by the cre-
ation of a statutory presumpion any more
than it can be violated by direct enactment.
The power to create presumptions is not a
means of escape from constitutional restric-
tions"” (at p. 329).

All these decisions make it clear that,
aside from all legal technicalities, the
effect of the creation of a conclusive or
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irrebuttable presumption, is to provide by
legislative fiat that a fact will be pre-
sumed to have occurred, whether it did
occur or not. The introduction of evi-
dence to the contrary will not be per-
mitted, no matter how definite and clear
the evidence may be.

Under the Javits proposal, no matter
how clearly it may be proved that the
applicant never applied for registration
or to vote, and therefore was not and
could not have been deprived of his right
to vote by State action or under color of
law on account of race or color, no matter
how clearly it may be proved that the
15th amendment does not apply to him,
no finding on this point need be made
and no evidence on this subject would
be taken. The legislative decree will
have gone forth that because there was
one instance of violation of the 15th
amendment, pursuant to “a pattern or
practice”, all persons of that race or of
that color have been deprived or will
certainly be deprived of their rights un-
der the 15th amendment.

I was interested to note that another
Washington Post and Times Herald
editorial recently criticized the Supreme
Court for what they considered revers-
ing itself in the case of Nelson against
County of Los Angeles, where the Su-
preme Court sustained a dismissal of an
employee on the ground that he had not
testified before a congressional com-
mittee. The newspaper thought that
this case was governed by an earlier
case where a New York statute author-
izing the city to discharge employees who
invoke the fifth amendment was held
unconstitutional .

‘Would it be proper for the city of New
York or for the Federal Government to
enact a statute creating an irrebuttable
presumption that any employee or any
person, for that matter, who invoked the
privilege against self-incrimination un-
der the fifth amendment was guilty of
the offenses concerning which he was
being asked, and might therefore be dis-
charged or convicted of those offenses?

The voting referee proposal involves
an irrebuttable presumption that, if
there has been one violation of the 15th
amendment with respect to a person of
8 particular race or color, together with
a pattern or practice, then all persons
of that same race or of that same color
in the area have been deprived of their
rights under the 15th amendment, or
would be deprived of their rights if they
sought to exercise them.

I do not think that there is any “ra-
tional connection between the fact
proved and the ultimate fact pre-
sumed.” I think that the inference of
one faet from proof of another is “so
unreasonable as to be a purely arbi-
trary mandate.” I urge Senators who
are concerned with civil rights to be-
ware of purely arbitrary presumptions
and purely arbitrary mandates.

I think that the burden of proving
individual discrimination with respect
to each individual voter in order to make
the proceeding a proper judicial pro-
ceeding, in order to give the proceeding
&4 solid footing under the 15th amend-
ment, and in order to satisfy the funda-
mental requirements of due process—
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instead of using an irrebuttable pre-
sumption to jump over all of these con-
stitutional provisions—is not just “the
rigmarole of individual findings.” The
Bill of Rights and the Constitution are
not scraps of paper.

Mr. President, I should now like to
turn to the second major part of the
Javits amendment, the proposal for Fed-
eral enrollment officers beginning on
page 7.

These officers are very much the same
as the voting registrars proposed by the
Civil Rights Commission. I think most
of the comments I made with respect
to the voting registrars when I was
testifying before the Rules and Adminis-
tration Committee on February 4 of this
year are equally applicable to the Fed-
eral enrollment officers, though, of
course, there are many differences
which I should like to comment on later.
Accordingly, I should like to read to the
Senate from the testimony before the
committee:

Constitutional and legal problems * * *
would arlse under plans based upon a de-
termination by a nonjudiclal body that
State officilals have discriminated against
citizens in violation of the Federal Con-
stitution.

That was the basis of my statement
that the Attorney General meant to say
he did not think the registrar plan was
constitutional. That was diplomatic
language. Certainly in the letter today
he made very plain and explicit his ad-
ditional objections.

Now I shall turn specifically to the
Javits amendment, and start with sub-
section (b), which is labeled “Appoint-
ment of v